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INTERNATIONAL TRADE AND THE EQUALISATION 
OF FACTOR PRICES 


I. INTRODUCTION 


CLASSICAL trade theory always took it for granted that free 
mobility of factors of production between different regions would 
tend to equalise the relative and absolute prices of productive 
services in the different regions. Thus, migration of labor from 
crowded Europe to less crowded America would result, through 
the law of diminishing returns, in a drop in America’s wage rates 
relative to America’s land rents and relative to commodities; at 
the same time, European land rents would fall and European 
real wages would rise. Migration of labor would cease only 
when absolute and relative factor prices had been finally equalised. 

An important addition to this classical doctrine of factor-price 
equalisation has been supplied by Professor Bertil Ohlin. In his 
weighty Interregional and International Trade (1933), Ohlin has 
developed the highly interesting result that (1) free mobility of 
commodities in international trade can serve as a partial substitute 
for factor mobility and (2) will lead to a partial equalisation of 
relative (and absolute) factor prices. This important result, which 
we may call the Ohlin—Heckscher theorem, since Ohlin attributes 
it to a 1919 Swedish article by Professor E: F. Heckscher, has 
some foreshadowings in the literature of the last century 1; but 
not until the highly original work of Ohlin was it made a central 
part of the theory of international trade. 


II. Fut or Partrat Factor Prick EQUALISATION ? 


The present paper is concerned primarily with one aspect of 
this theorem—namely, the assertion that, while free factor 
movements fully equalise factor prices, nevertheless free com- 
modity movements equalise them only partially. Factor prices 

1 See Ohlin’s references to Longfield and Sismondi in Interregional and Inter- 
national Trade (Cambridge: Harvard University Press, 1933), pp. 31-32. All 
references to Ohlin hereafter will be page references to this book. See also 


J. Viner, Studies in the Theory of International Trade (New York : Harper and 
Brothers, 1937), pp. 500-507, for further references. 
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are moved in the direction of equality, but the process is believed 
to be necessarily an incomplete one. 

Like, no doubt, many others, I have been teaching this 
theorem to classes in international trade for a number of years, 
When recently a student * challenged this result, I availed myself 
of the usual teacher’s prerogative of referring him to the text- 
book, in this case Professor P. T. Ellsworth’s excellent work, 
International Economics. But doubt once provoked is not so 
easily lulled; neither the class nor its instructor found the 
relevant passages quite satisfactory, which is not to be wondered 
at since an intermediate text is not the place to dwell on minute 
fine points of theory. 

What is more surprising, careful perusal of Ohlin’s treatise 
nowhere reveals an adequate proof of the partial equalisation 
theorem. Not only is the logic incomplete, but at places it seems 
actually to go off the track. At the least, therefore, it would 
seem desirable to plug a gap in the theoretical literature, to 
provide a rigorous proof of the theorem if it is true, or to disprove 
it if it is false. 


Ill. Tue Ontrw ANALYSIS 


The present note attempts to throw light on the matter under 
the simplifying assumptions most suited to the Ohlin analysis: 
two regions, say Europe and America, each endowed with 
different proportions of two perfectly immobile factors of pro- 
duction, say land and labor. For convenience, we may assume 
but two commodities, say food and clothing, each commodity 
obeying common technological production functions in the two 
regions. We may suppose that each production function shows 
constant return to scale as a result of proportional increases in 
both land and labor; diminishing returns is involved only in the 
sense that as we change the proportions of one input relative to 
another, then the marginal productivity of factors will be affected. 

So long as we stick to Ricardian or Taussigian simple- 
arithmetic comparative-cost examples involving only one labor 
factor of production, we must assume as axiomatic, and unex- 
plained, differences in labor effectiveness in different regions. 
Ohlin’s proportions-of-the-factors analysis, on the other hand, 
explains why differences in comparative advantage will exist and 
deduces the resulting pattern of productivities and specialisation. 
Thus instead of relying upon such crypto-explanations as 


1 Mr. Nathaniel Davis, formerly of the Fletcher School of Law and 
Diplomacy, and now of the United States Foreign Service. 
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“ Yankee ingenuity ” to explain patterns of comparative advan- 
tage, Ohlin would attribute America’s comparative advantage 
in food production—a land-intensive industry—to the fact that 
each unit of American labor has relatively much land to work 
with. Similarly, the relative abundance of labor in Europe 
relative to land would result in a pattern of low wages relative to 
land rents and would encourage the production of clothing, 
which requires a greater proportion of labor to land than does 
food.? 

In short, each country will tend to specialise (either partially 
or wholly) in the production of the commodity using much of its 
most abundant factor. But producing more food in America will 
increase the demand for land and tend to reduce its cheapness 
there; and producing more clothing in Europe will alleviate the 
demand there for land and increase the demand for labor so as 
to raise European wages. The pre-trade differences in the factor 
prices between the two countries will be partially reduced as a 
result of specialisation and trade according to comparative 
advantage. In Ohlin’s words: “ Thus, the mobility of goods to 
some extent compensates the lack of interregional mobility of the 
factors” (p. 42) . . . “ [The] tendency towards equalisation also 
of the prices of the factors of production . . . means a better 
use of them and thus a reduction of the disadvantages arising 
from the unsuitable geographical distribution of the productive 
factors ” (p. 49). 


IV. THe Exttsworts PRoor 


So'far, so good. Something important has been added to 
the usual classical exposition. But why should there be only a 
tendency towards factor price equalisation? Why should the 
equalisation be only partial and incomplete? Why should free 
commodity movements be only a partial substitute for free 
factor movements? This is the crucial question now at issue. 

Professor Ellsworth has more clearly addressed himself to 
this issue than Ohlin, and his discussion is worth reproducing at 
some length : 


One might conclude that complete equalisation of the 
prices of the various productive factors would result [from 


1} When land and labor are substitutable in the production of both goods, it is 
a little ambiguous to say that food requires relatively more land to labor than 
does clothing, since there are varying possible proportions of the factors. What 
must be meant is that at the same ratio of wages to rent, it will be optimal to 
hire a greater ratio of land to labor in food production than in clothing production. 
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free commodity trade]. This, however, is highly improbable 
if not impossible. It could only occur if the demand for the 
various kinds of labor could be concentrated largely on 
those areas where each kind was most abundant, thereby 
raising wages there to a parity with wages in scarce-labor 
areas. Likewise, the demand for land would have to be 
concentrated on abundant land areas, and the demand for 
capital on districts well supplied with capital. Such a 
wholesale localisation of demand is, however, quite impossible, 
owing to the technical requirements of production, which in 
the case of practically all commodities calls, not for labor, 
land, or capital alone, but for combinations of all three of 
these major groups of factors. Complete equalisation of 
factor prices would require an unattainably perfect adapta- 
tion of demand to the highly varying local supplies of the 
different agents. Moreover, did any such price equalisation 
occur, it would contain the seeds of its own destruction. For 
when all factor prices were everywhere the same, there would 
no longer be any reason for trade, and with the cessation of 
trade, and therewith the extinction of the demands which brought 
about the price equalisation, the original disparities in factor 
equipment would immediately reassert themselves. (Italics 
mine.) 


Until his last two sentences, the argument is a little vague 
and the author seems to oscillate between a belief that factor- 
price equalisation is (a) impossible, and (b) possible, but highly 
improbable under realistic technological conditions. However, 
we do not have to worry about which of these views he holds, 
because in the last two lines, which I have italicised, it is clear 
that Ellsworth does believe after all that factor-price equalisation 
involves a logical contradiction and is therefore impossible. 

However, upon careful examination, I do not believe we can 
accept the Ellsworth proof by contradiction. Indeed, if it were 
logically valid, we could at each stage substitute commodity 
prices for factor prices, and by exactly comparable reasoning 
prove the absurdity of commodity-price equalisation as a result 
of perfectly free trade—a proposition which no one is likely to 
question.” 


1 Pp. T. Ellsworth, International Economics (New York: The Macmillan 
Company, 1938), pp. 119-20. 

2 This type of reductio ad absurdum indirect reasoning has been used widely 
by many writers other than Ellsworth. Note, for example, the following 
quotation from Viner dealing with a quite different topic: ‘‘ When a central 
bank . . . raises its discount rate or engages in [open market] selling operations, 
the resultant rise in the market rate of interest tends to attract foreign funds. 
It has become the custom to say that [such] an inflow of short-term funds may 
offset the efforts of the central bank to bring about [monetary] contraction, but 
this overlooks the fact that the foreign funds will flow in only as the market rate 
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The flaw in the argument is not hard to find. Equalisation 
of factor prices would imply that no further profitable trade could 
take place. At the margin, trade would be indifferent—that 
being the reason why the margin is the margin! On the intra- 
marginal units, trade could continue to take place indefinitely. 


V. Proors In OLIN 


When we turn to Ohlin’s book, matters are even less satis- 
factory. Ellsworth at least meets the question head-on, while 
Ohlin—like a murderer who returns iain and again to the scene 
of his crime—repeatedly comes back to the point only to leave it 
elusively hanging in air. There is almost something Freudian 
in the vehemence with which he asserts the proposition to be 
true and with which he employs the phrases “ clearly,” “ of 
course,” “‘ obviously,” ‘‘as a matter of fact,’ and similar phrases 
—as if subconsciously he is really a little neasy about the pro- 
position’s validity. 

At one point he even goes so far as to say, “ It is not worth- 
while to analyse in detail why full eq alisation does not occur ; 
for, when the costs of transport and other impediments to trade 
have been introduced into the reasoning, such an equalisation is 
in any case obviously impossible ” (pp. 38-39). 

This is hardly cricket. The question is not whether imperfect 
mobility of goods leads to perfect factor-price equalisation, but 
whether perfect goods mobility does so. 

Actually, in more than half a dozen places, primarily in 
Chapter II, Ohlin definitely asserts the impossibility or improba- 
bility of complete factor-price equalisation, usually as if the 
proposition were so obvious as to require little explanation. 
Only one example need be cited : 


99 66 


A complete local adaptation of production through inter- 
regional factor movements and the resulting complete price 
equalisation would make prices just the same as if there 
were only one region and no geographical distribution of 
the industrial agents. These would be used and combined 
just as it is explained in the one-market theory. Space 
would be of no consequence. In such a state prices would 
be different from what they are, when we have a number of 
isolated regions. Clearly, the state of prices caused by 
interregional trade, under the assumptions in Part I, lies 
somewhere between these two extremes. The tendency is 





becomes higher than it was previously . . . the market rate must rise somewhat 
- . .” Viner, op. cit., p. 406. I do not mean to imply that such arguments are 
never valid, but they must be used with delicacy. 
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to push prices from the complete independence state to the 
complete equalisation state, but it is not carried through, 
The price differences as regards the productive factors are 
reduced, but they do not disappear (pp. 39-40). 


Why “clearly ’’? At least to me, this argument appears as a 


complete non sequitur. If we were to insert before Ohlin’s word 
“clearly,” the clause ‘‘ which is absurd,” the argument would 
seem to be almost identical with the already discredited Ellsworth 
reductio ad absurdum. 


But even this interpretation will not do, since on the previous 


page Ohlin explicitly rejects such an argument ' in the following 
sentence that I have italicised. 


We have seen that trade tends to counteract the original 
price inequality and bring about a more uniform price 
formation. One might ask if trade cannot in this way make 
prices in the various regions coincide exactly. In that 
situation trade would not disappear, as one might be inclined 
to think at first sight, for then the old price inequalities would 
immediately reappear. On the contrary, the price equality 
assumes a certain adaptation of demand to the supply of 
factors, i.¢., the maintenance of a certain interregional 
division of labour and trade (p. 38). 


Since we are thus barred from attributing to Ohlin the 


Ellsworth-type argument, what are we finally left with? As 


far 


as I can tell, only with the following line of demonstration, 


which Ohlin appends after the above quotation : 


Such a result is, however, almost. unthinkable and 
certainly highly improbable. The localisation of industry 
and thereby the demand for production factors cannot 
completely adapt themselves to the equipment with them 
in each region, chiefly because the industrial demand is always 
the “‘ joint demand” for several factors. Their combination 
cannot be varied at will; on the contrary, the most 
economical combination is determined by the prices of the 
factors and the physical conditions. Consequently, the best 
adaptations of production to the geographical distribution 
of industrial agents, which would be the result of trade 
under the simple assumption of these first three chapters, 
cannot lead to a complete interregional price equalisation ; 
some factors will still command higher prices in one region 
and lower in the others, and vice versa (p. 38). 


1 On pp. 560-1 of the mathematical appendix, Ohlin almost seems to be 
endorsing the proposition that completely equal factor prices are incompatible 


with any trade. But we can interpret him to mean 


“ec 


equal factor prices in the 


pre-trade situation is incompatible with any trade’s subsequently taking place,” 


and 


avoid falling into this difficulty. 
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The new element here is the emphasis on “ jointness,” in the 
lines that I have italicised. Unfortunately, this residual 
explanation upon which we are finally thrown back does not— 
to me at least—make sense as a proof or suggestion of a proof of 
the issue in question. 


VI. Tue Trurt THEOREM CONCERNING EQUALISATION 


It would not be fruitful to stretch out further this already 
tedious critical exegesis. It is sufficient to note that there does 
not appear to be in the literature a satisfactory demonstration 
of the necessarily partial and incomplete character of factor- 
price equalisation. Having arrived at this conclusion, the 
present writer—still not doubting the essential truth of the 
proposition in question—hoped to outline a satisfactory proof. 
Intuitively, I suspected that the nub of the matter lay in a careful 
development of a line of reasoning frequently met in economic 
theory, according to which “secondary reactions to initial 
changes offset but do not wipe out those initial changes.” In 
particular, I had in mind reasoning of the type quoted earlier from 
Viner, and also of the type involved in H. D. Henderson’s classical 
exposition of the elementary beginner’s error whereby a tax on a 
commodity appears not to lead to a rise in price.* 

But in attempting to devise a rigorous proof of the partial 
character of factor-price equalisation, I made a surprising 
discovery : the proposition is false. It is not true that factor- 
price equalisation is impossible. It is not true that factor-price 
equalisation is highly improbable. 

On the contrary, not only is factor-price equalisation possible 
and probable, but in a wide variety of circumstances it is 
inevitable. Specifically : 


(1) So long as there is partial specialisation, with each country 
producing something of both goods, factor prices will be equalised, 
absolutely and relatively, by free international trade. 

(2) Unless initial factor endowments are too unequal, commodity 
mobility will always be a perfect substitute for factor mobility. 

(3) Regardless of initial factor endowment even if factors were 


1H. D. Henderson, Supply and Demand (London and Cambridge: Nisbet 
and Cambridge University Press, 1922), p. 27. Incidentally, without detracting 
from the significance of Henderson’s argument, we should note that in the 
limiting case of inelastic supply, it is not literally true that a tax will raise market 
prices. But to invoke such a limiting case against Henderson (or Viner) would 
be a mere quibble; the present criticism of the Ohlin proposition is based on 
something more fundamental. 
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mobile they would, at worst, have to migrate only up to a certain 
degree, after which commodity mobility would be sufficient for full 
price equalisation.* 

(4) To the extent that commodity movements are effective 
substitutes for factor movements, world productivity is, in a certain 
sense, optimal ; but at the same time, the imputed real returns of 
labor in one country and of land in the other will necessarily be 
lower, not only relatively but also absolutely, than under autarky. 

Propositions (3) and (4) follow in a fairly straightforward 
fashion from (1) and (2). All of the propositions are essentially 
valid whatever the number of commodities, regions, and factors 
of production, but the empirical probability or improbability of 
price equalisation would be altered in a complex manner by such 
complications. I shall confine the proof of (1) and (2) to the 
two-region, two-commodity, two-factor case previously described. 


VII. Tue Neo-CLassicAL PRESENTATION OF 
COMPARATIVE ADVANTAGE 


Figure la shows the now familiar production-possibility (or 
transformation) curve for America: i.e., the maximum amounts 
of clothing that can be attained when land and labor resources 
are shifted in an optimal fashion away from food production. - 
Knowing the production functions of the two goods and knowing 
the original proportions of labor and land in America, we can 
move out to this optimal locus only by making sure that the 
ratios of the marginal physical productivities of land and labor 
are the same in both food and clothing production, in each case 
being equal to the ratio of market wages to rents.* 


1 In his The Economics of Control (New York: The Macmillan Company, 
1946), p. 349, Professor A. P. Lerner says, “‘ If some of the factors cannot move, 
this is of no consequence provided the co-operating factors can be moved to 
these factors. Similarly if either the consumer goods or the consumer can move 
all is well. It does not matter that the mountain will not go to Mahomet as 
long as Mahomet is able to go to the mountain.’’ In some cases it is more 
nearly right to say : it is necessary for the mountain to come some of the distance 
to Mahomet, after which Mahomet can go to the mountain. 

2 The real-income deterioration of these groups could theoretically be com- 
pensated out of the real-income improvements of the other groups. This is not 
the place to go into the intricacies of the so-called ‘‘ new welfare economics.” 
See P. A. Samuelson, Foundations of Economic Analysis (Cambridge: Harvard 
University Press, 1947), Ch. 8, for a discussion of this problem and for references 
to the important contribution of Professor T. Scitovsky. 

3 Geometrically, an Edgeworth box-type diagram, the respective sides of which 
are equal in length to the total American labor and land, can best be used to indi- 
cate the exact derivation of the optimal production-possibility curve. Any point 
inside the box represents, when its co-ordinates are measured from the lower 
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Figure 1b shows the corresponding production-possibility 
curve of Europe. Because labor—the factor used most inten- 
sively in clothing production—is plentiful in Europe, we naturally 
expect a relative abundance there of clothing production. This 
is confirmed by the relatively steep slopes of the European curve. 

Where each country will end up in the absence of trade 
depends, of course, upon the interplay of tastes and effective 


AMERICA EUROPE 
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Domestic PRopvUctTION-PossIBILITy CURVES OF AMERICA AND EUROPE: 
Without trade America is at C and Europe atc. With free trade they end up at 
the points of common slope, B, and d. 


demand. Unless Europeans in general, or rich landlords in 
particular, happen to have a special liking for food rather than 
clothing, we should expect that the pre-trade price ratio of food 
to clothing would be higher in Europe and lower in America. 
This is shown by the pre-trade points C and c in the diagram, 
the respective slopes of which differ in the indicated way. 





left-hand corner, the amounts of labor and land used in food production. 
Similarly, from the upper right-hand corner, we measure off the factors used for 
clothing. For fixed food, we are forced to move along an equal food-product 
curve until we are tangent to the highest equal clothing-production curve. The 
locus of these points of equal-product tangencies is a kind of an Edgeworth 
“* production contract curve,” and along it we can read off the optimum clothing 
for each food, and vice versa. Any other point in the box, gives food and 
clothing inside the production-possibility curve. See W. F. Stolper and P. A. 
Samuelson, ‘‘ Protection and Real Wages,” Review of Economic Studies, Vol. IX, 
No. 1, November 1941, pp. 58-74. 

1 It is quite possible to imagine a case where the difference in tastes would 
more than offset the difference in factor endowments, thereby reversing our 
normal price expectations. 
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Now suppose we strip away all barriers to commodity trade, 
to the barter of food and clothing. There can no longer be two 
different food-clothing price ratios; and at any price ratio 
different from that under autarky, each country will no longer 
wish to be self-sufficient. It follows that the new world price 
ratio must be somewhere in between the limiting price ratios 
prevailing in each country under autarky. The relative price of 
food falls in Europe and rises in America. This causes America 
to move in the direction of increased food production and 
decreased clothing production (from C to B), and to barter food 
exports for clothing imports. In Europe, the opposite shift 
from c to d takes place. The final equilibrium price ratio settles 
down between the initial limits at just that level where there is 
a perfect quantitative meshing of international reciprocal 
demands. Note the equality of slopes at B and d. 

So far this differs in only one important respect from John 
Stuart Mill’s completion of the Ricardian comparative cost theory. 
We have dropped the assumption of constant returns (or of a 
single labor theory of value). At the new equilibrium price 
ratio, both countries are shown producing something of both 
goods. Differences of comparative advantage on the intra- 
marginal units have given rise to trade; when relative marginal 
costs in each country have become adjusted to the prevailing 
market price, trade has reached its equilibrium rate and further 
specialisation ceases. 


VIII. Proor or Factor-Prick EQUALISATION 


We are now face to face with the important question: Can 
we go behind the two production-possibility curves to show that 
wherever their slopes (or marginal-cost ratios) are equal then the 
ratio of internal factor prices must also be equal? The answer 
is yes. 

We might try going behind the scenes of the production- 
possibility curves by means of the Edgeworth box diagram 
discussed in footnote 3 on page 170. A better way for our 
purpose is to utilise Figure 2. This diagram is independent of 
the scale of production and can be utilised for both countries. 

On the horizontal axis is measured off the ratio of labor to 


1 Haberler, Lerner, Leontief and Viner have elaborated upon these matters. 
For references, see Viner, op. cit., p. 520. These results are quite consistent with 
Ohlin’s formulations. 
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land. On the vertical axis is measured off the ratio of (real) 
wages to (real) rents, or what is the same thing, the ratio of the 
marginal physical productivity of labor to the marginal physical 
productivity of land. There will be a different technological 
dependence of this wage-rent ratio or marginal rate of substitu- 
tion for each commodity, and hence we have two curves: FF for 
food, and CC for clothing. In either case the physical substitution 
ratio depends only upon the proportions of the factors employed 
in each use; this is because of our assumption of constant returns 
to scale, the only assumption possible if we are not to have to 
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investigate the composition of industry output among firms and 
enter upon other lengthy digressions. Because we assume the 
classical law of diminishing returns (as one factor at a time 
varies) both curves are necessarily declining ones with wage 
productivity dropping relative to rent productivity as labor is 
more intensively applied to land. 

Now let us suppose that in one of the countries the factor 
endowment of labor relative to total land is given by the distance 
OM on the lower axis. Without further knowledge we can be 
sure of but one thing: a greater labor—land ratio than OM will 
be used in clothing production; a lesser ratio than OM in food 
production. At uniform wages and rents, it is never proper 
to use the factors in the same proportions because of the basic 
technological differences between food and clothing production. 

The ratio of total labor to total land, OM, is a weighted 
average which falls between the labor—land ratios in each industry, 
the exact weights being the relative proportions of total land 
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being applied to each use.1 At any given wage-rent ratio, such 
as shown by the cross at Q, we move over horizontally to the 
two curves to read off the proper labor—land ratios in food and 
clothing. These are indicated by crosses on the curves and also 
on the lower axis; and it will be noted that the total labor—land 
ratio, M, always falls in between the two lower crosses. 

What different factor-price ratios are possible? Clearly, if 
something of both goods is to be produced @ can only range 
between NV’ and N’. When the wage-rent ratio falls to as low 
as N”’, clothing production must cease entirely if the total labor 
demanded is not to exceed the available supply. With only 
food produced, and with unemployment always ruled out, food 
must be using labor and land in the ratio OM. In short, as Q 
falls to N’’, the pair of crosses march rightward until they reach 
M and M” respectively. 

By the same reasoning, we establish the fact that the price 
ratio will never rise above N’ so long as both commodities are still 
being produced. As Q approaches N’, less and less of food is 
being produced and more and more of clothing; until finally at 
N”’ itself, all factors are being used for clothing, their ratio being 
that of the whole community’s endowment, OM. The crosses on 
the horizontal axis have moved leftward to M’ and M respectively. 

To recapitulate : As the factor-price ratio rises from N”’ to N’, 
the production of clothing grows and that of food declines so that 
in Figure la (or 1b) we are moving from A (or a) up to Z (or z) 
and the price of food is declining relative to that of clothing. The 
limits N’ and N”’, or M’ and M” are determined by the light 
step-like formation around the initial community factor ratio, 
OM. If this initial endowment were pushed in the direction of 
more labor to land, M would move rightward, and so would M’ 
and M"’; N’ and N” would-move downward; the production- 
possibility curve would be twisted into a more vertical shape, 
because food production, the land-using process, would be 
suffering more from the relative land shortage than would 
clothing production. 


1 Since total land = food land + clothing land 
total labor = food labor + clothing labor, 
it follows arithmetically that 








OM xz Stel Maher og, Red labor  ,,, Hothing labor 
total land ~ ~* food land ® clothing land 
_— bie di food land i hi ah clothing land ae le 
1 total land . total land - 


* No clothing is being produced, so that the labor-to-land ratio in clothing 
is “‘zero.”” But this is a determinate quantity in the limit, being equal to OM” 
for the little unit of clothing ‘‘ about to be produced.” 
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With zero transport costs, free trade makes demand com- 
pletely non-localised. The votes of European consumers have 
the same pull on American production as those of Americans. 
The final pattern of international effective demand is of no 
consequence for the problem of factor-price equalisation so long 
as neither country is forced beyond the point of complete 
specialisation. With each producing something of both goods, 
the common international price ratio is equal to the resulting 
slopes of the production possibility curves in both countries. 
Thus 


price of food _ (rmargi cost of food 








marginal cost of 
clothing America 


= absolute slope at D = absolute slope at 6. 


price of 


marginal cost of food 
clothing ) Europe 


er (marginal cost of 
clothing 


Now, it is also true that so long as the marginal rate of factor 
substitution in the two industries are equal, as they must be if 
we are to be on the optimal production-possibility curve, the 
slope at any point of the production-possibility curve will be exactly 
equal to the ratio of labor’s marginal productivity in clothing 
to labor’s marginal productivity in food; or to what will be the 
same thing at such an optimum point, to the corresponding 
ratio of the marginal physical productivities of capital. 

If, as we have earlier seen, the price slopes are equal in the 
two countries, this can only have resulted from the fact that 
factor-price ratios were equal} and that hence the same factor 
proportion patterns had to emerge. Were the factor-price 
ratios different—say at Figure 2’s Q in one country and above Q 
in the other—the two countries would have to use different factor 
proportions; and with different factor proportions, there would 
have had to result different relative marginal labor productivities 
in the two lines, and finally different price or marginal cost slopes 
on the production-possibility curve. Hence, equal slopes must 
imply equal factor prices. This completes the proof of our 
fundamental theorem concerning factor-price equalisation. 


IX. Arirametic ILLUSTRATION 


An arithmetic example may help to dispel any remaining 
vestige of the paradox about the plausibility of complete factor- 
price equalisation. Let us suppose that the two continents are 

1 The only exception is where the FF and CC curves happened always to 
coincide; i.e., where the two commodities had substantially identical production 


functions. This would imply identical straight-line production-possibility 
curves in both countries, and trade would never take place. 
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differently endowed with land and labor: suppose that America 
has 100 units of land and 100 units of labor, but that Europe has 
only 55 units of land to 100 units of labor. 

Now if factors were perfectly mobile, labor would migrate 
from Europe to America; and after about one-third of all Euro- 
pean labor had moved to America the factor proportions would 
be equal. Europe would be left with about 71 units of labor to 
55 units of land, and America with about 129 units of labor to 
100 units of land, and the world as a whole with about a 4:3 
ratio of labor to land (200 : 155, to be exact). 

Depending upon technology and effective demand, there 
would also have to emerge some definite allocation of world 
resources between clothing and food: let us suppose that 28 
units of world labor and 112 units of world land would be used for 
food, and the rest (172 units of labor and 43 units of land) for 
clothing. The exact figures do not matter, but it is important 
to notice that everywhere production would be carried on in the 
same way and no geographical trade would be necessary. World 
output would be, in a certain sense, optimal. Native American 
laborers would have lost their pre-trade privileged positions and 
would have lower real incomes (measured in either food or 
clothing); the same would be true of European land-owners. 

Now we must drop the assumption that factors are mobile. 
Can free commodity trade alone offset the fact that population is 
twice as dense in Europe as in America? Yes, if America 
allocates 20 units of labor and 80 units of land to food and the 
rest (80 units of labor and 20 units of land) to clothing; and if 
at the same time Europe were to allocate 8 units of labor and 32 
units of land to food, with 92 units of labor and 23 units of land 
going to clothing production. The accompanying Table I 
summarises these figures. — 

Under free commodity trade it is possible for world-factor com- 
bination to be exactly the same as under perfect factor-mobility 
conditions. No one needs to migrate if food can be cheaply 
carried from America to Europe in exchange for clothing. 
Farmers all over the world will be using exactly the same methods 
and will be receiving exactly the same pay; the same is true of 
land or labor in clothing production. World productivity is 
again “ optimal.” 

It is perhaps not so obvious, but it is none the less true that 
free trade has had the same harmful effects upon the vested 
interests of the whole laboring class in America (and land-owning 
class in Europe) as would the removal of all immigration barriers. 
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TABLE I 
Comparison of Factor Mobility and Goods Mobility 





Labor. | Land. 





Original Factor Endowments of Regions 











America P ‘ ‘ -{ 100 | 100 
Europe i | 100 | 55 
i aide 
World - | 200 | 155 
Situalion if Factors were Mobile 
America , ; ‘ |, ae | 100 
Europe . . . i = | 55 
aia | 
World . . - | 200 | 155 
Food Input . . | 28 | 112 
Clothing Input. . arn 172 43 
Situation if only Goods are Mobile 
America ° ; ° - | 100 | 100 
Food Input , ° . 20 | 80 
Clothing Input “7% 80 | 20 
Europe . ° ‘ : - | 100 | 55 
Food Input : ° » | 8 | 32 
Clothing Input . ° - | 92 | 23 
1 More exactly, }3% x 200 = 129;%; 
2 More exactly, $5 x 200 = 70/%°. 


What maximises world or national output will in this case lower 
the absolute real returns to even so “ important ”’ and “ versatile ”’ 
a factor as (American) “labor.” + Under the broad conditions 
here assumed, free trade must have no less profound effects than 
free movements of population. 

Advocates of freer trade—and I consider myself in this class 
—must not overstate their case. Protection can help special 
groups; it can even help special large groups. Only in the 
simple Ricardian labor-theory-of-value examples of comparative 
cost is it correct to say that “‘ wages are not the cause of trade : 
they are the result.” 2 Only if labor is to receive 100% of national 

1 Ohlin on p. 44 incorrectly argues that relative factor-price equalisation 
will take place without lowering the absolute share of labor in terms of goods : 
‘* Wages are such a substantial part of the total income that it is almost unthink- 
able that a considerable rise-of the latter could fail to raise total wages also, 
even if the percentage going to the laborers became somewhat reduced.”’ Not 
only is this result ‘‘ thinkable ’’—it inevitably follows from the Ohlin-Heckscher 
analysis, as Professor Stolper was the first to point out. See Stolper and 
Samuelson, op. cit. For a position similar to Ohlin’s, see G. Haberler, Theory 
of International Trade (London: W. Hodge and Co., Ltd., 1936), Ch. XII. In 
his Studies, op. cit., p. 533, Viner takes a more guarded position. 


2 See Lionel Robbins, ‘‘ Economic Notes on Some Arguments for Protection,” 
Economica, No. 31, February .1931, p. 49. 
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income will maximisation of income necessarily maximise real 
wages. And if labor should customarily receive a large share of 
total income this fact itself would—in a simple Ohlin world— 
restrict the possible gains in income resulting from international 
trade and limit the explanatory value of the proportions-of-the- 
factors analysis. 


X. THE CASE OF COMPLETE SPECIALISATION 


But have we not perhaps proved too much? At times in the 
historic past tariff barriers were relatively minor, and within 
many regions free trade was virtually achieved. Yet important 
differences in wages and other factor prices have persisted. How 
shall we account for this ? 

First, there is the important fact that commodities are never 
perfectly mobile. Transportation costs always exist and serve 
as obstacles to profitable trade. The whole theory of location of 
industry is based upon this basic fact. 

The second reason for persisting factor-price differences in 
the face of commodity mobility is more difficult to describe, being 
rather complex and technical. If, (a) different regions of the 
world are extremely different in factor endowments, or (b) the 
different commodities use factors of production in almost the 
same proportions, complete (rather than only partial) geographical 
specialisation of production may result. In this case factor prices 
need not be equalised. 

The remainder of this section will be devoted to a brief 
discussion of the case of complete specialisation. The next 
section will discuss a third important reason why factor prices 
are not equalised—namely, the inadequacy of the simplified 
Oblin proportions-of-the-factors analysis of the pattern of 
international division of labor. 

So long as a country is producing something of both goods, 
the competitive price ratio must be equal to the ratio of domestic 
marginal costs. But if one product is not being produced at all— 
e.g., no clothing in America—then its (relative) price may fall 
short of the (relative) marginal cost of producing a first unit of 
the product. Thus, at the point A in Figure 1a, the price ratio of 
food to clothing can be anything in excess of the absolute slope 
of the curve at A. Similarly, when Europe produces all clothing, 
the price ratio can be anything less than the absolute slope at z. 

Depending upon available factor proportions, there will be in 
each country only a definite range of price ratios at which some- 
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thing of both goods will be produced. In America this range is 
between the numerical slope at Z and the numerical slope at A. 
In Europe the slopes at z and a determine a corresponding range. 
These ranges are not identical unless the two countries have 
identical total-factor ratios. If America has more land relative 
to labor, tts production-possibility curve will be flatter than that 
of Europe and its limiting marginal-cost ratios will each be less than 
the corresponding limits of Europe. But there will still be some 
overlapping of their ranges, unless their respective factor endow- 
ments are very far apart compared to the technological differences 
in factor intensities of food and clothing production. (A visual 
comparison of Figures la and 16 will show that their production- 
possibility curves have about the same slopes except around Z 
in Figure la and around a in Figure 1b, where the ranges cease 
to overlap.* 

So long as the final pattern of equilibrium is within the 
common relative price range, all of our previous analysis applies. 
But if the final pattern of equilibrium leads to complete specialisa- 
tion on the part of one or both countries, then their production- 
possibility slopes need not be equal, even though market-price 
ratios must still coincide. Production in the different countries 
may be taking place with different factor proportions, and relative 
factor prices will usually not be at equality. Even in a limited 
sense of the word optimal, we can no longer expect world pro- 
ductivity to be optimal; however, in a still more limited sense 
—as of a given immobile pattern of world resources—total “ pro- 
ductivity ’ cannot be made better. 

The effect upon American real wages or European real rents 
can no longer be unambiguously ascertained. American real 
wages in terms of food must certainly have deteriorated ; 
similarly European land rents in terms of rea] clothing must fall. 
This much can be inferred from production considerations alone, 
i.e., from the classical law of diminishing returns. But if the 
final price ratio of food to clothing becomes much steeper than the 
critical limiting slope at A, American real wages in terms of 
imported clothing can begin to exceed the pre-trade real wage in 
clothing. In such a case the final effect of trade upon a worker’s 
welfare would depend upon the particular pattern of his tastes 
for food and clothing. 

The classical constant-cost arithmetical analysis of compara- 


1 If the “‘ step formations’ for each country are drawn into Figure 2, the 
steps will partially overlap unless initial factor endowments are extremely far 
apart. 

No. 230—vo.. Lvm. N 
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tive advantage happens to fall into the extreme gategory of 
complete specialisation. Almost by chance, so to speak, certain 
rather special relations result. Thus, as Viner has pointed out,! 
the Taussigian dictum that “ productivity in the export industries 
sets the pace for real wages” is only half a truth (or less than 
360° of a circular truism) since it ignores mutual interdependence. 
But, worse than that, under the partial specialisation of increasing 
cost it would not even be true. 

The limitations upon factor-price equalisation of complete 
specialisation can be made more comprehensible if we revert 
back to the arithmetical data of Table 1. Suppose that under 
free labor migration the world finally settled down to the use of 
100 units of labor and 77 units of land in clothing production, 
and to 100 units of labor and 78 units of land in food production. 
The relative intensities of land and labor in the two industries is 
now very similar. It must follow, therefore, that free com- 
modity trade is unable to compensate for complete factor 
immobility. Even when the United States has specialised com- 
pletely in food production and Europe in clothing production, 
there will still not be achieved the same methods of production 
as under freely mobile factor conditions. Labor in Europe will 
have too little land to work with, land in America too little labor. 

If we superimpose on the free commodity trade situation, free 
factor movements, labor will begin to migrate. But it certainly 
will not have to migrate until full factor proportionality has been 
achieved in both regions. Short of that condition, the regions 
will become enough alike in factor endowments so that free trade 
can equalise factor prices—so that each country only partially 
specialises and by a judicious weighting of the relative importance 
of different industries achieves the common optimal world pattern 
of production.” 


XI. Lrvirations or Factor-PRoportTIons ANALYSIS 


In addition to the fact of transport cost, we have found a 
second impediment to complete factor-price equalisation in the 


1 J. Viner, ‘‘ Professor Taussig’s Contribution to the Theory of International 
Trade,” Explorations in Economics: Notes and Essays Contributed in Honor of 
F. W. Taussig (New York: McGraw-Hill Book Co., Inc., 1936), p. 11. 

2 The exact conditions for partial specialisation and complete factor price 
equalization are as follows : the labor—land ratio in each country must lie between 
the labor—land ratios that would spring up in each line of production under 
freely mobile factors. This much can be deduced from Figure 2 or from the 
arithmetical consideration that the weighted average of two numbers must lie 
between them. 
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possibility of complete specialisation. There remains a third, 
and perhaps more fundamental, reason why factor prices need 
not be equalised: the Ohlin proportions-of-the-factors analysis 
of international trade has fundamental inadequacies and 
limitations. 

The Ohlin analysis explains much; but there is much that it 
fails to explain; and if adhered to inflexibly, there is much that 
it can obscure. Its two central tenets are open to grave doubt : 
Is it reasonable and useful to set up the hypothesis that production 
functions are the same the world over? Is it possible to find 
reasonably homogeneous and commensurable factors of produc- 
tion in diverse parts of the world, so that relative proportions can 
be defined and compared ? 

Certainly no strong affirmative answers to these two questions 
can be given—as Ohlin himself has pointed out in a number of 
places.1. The laws of nature may be the same ‘“ everywhere,” 
but the laws of nature and the economically relevant production 
function relating maximum output obtainable from specified 
concrete inputs are two quite different things. Effective know- 
ledge (‘‘ know-how”) is probably as important a variable in 
understanding economic history and geography as is specific 
factor endowment. The “same” (biological) labor working in 


one city of the United States with the ‘‘ same” kind of equip- 
ment and other resources produces substantially different output. 


9? 


The “ effective organisation ”’ is different. 

It would be artificial in the extreme to explain any such 
empirical case by saying that ‘“‘ knowledge ”’ is “ scarce”’ in the 
one place relative to the other. At best this is a crypto- 
explanation; at worst it ignores the play on.words involved in 
the fact that the term ‘‘ factor of production ” is used in two or 
more quite different senses : (a) as a concrete input item, such as 
fertiliser, purchasable in divisible units in the market place; and 
(b) as a condition which has a bearing upon production such as 
the factor of technological knowledge.? Knowledge is not an 
input such that the more you use of it, the less there is left. 


1 Ohlin recognises (p. 562) ‘that international trade theory need not assume 
any commensurability of factors between regions. He also devotes a lengthy 
discussion (Chapter V) to qualitative differences of factors. But if one is forced 
ultimately to work with dozens of grades of labor, hundreds of grades of land 
and innumerable grades of capital equipment, the explanations become rather 
ad hoc and not very helpful. 

? In between (a) and (b) there is a category of such non-appropriable factors 
of production as ‘‘ humidity,’’ which are free in the sense that nothing is paid 
for them, but not in the sense that they can be unlimitedly augmented. 
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Effective knowledge is even more important than knowledge, and 
it unfortunately cannot be acquired by reading a book or by 
editorial exhortation. 

When we turn to the question of defining signifieantly com- 
parable categories of productive factors, we run into similar 
difficulties. ‘‘ A man’s a man for a’ that,”’ but is a jungle pigmy 
to be equated to an Eskimo? An illiterate “ hill-billy ” to his 
cousin working in the Detroit factories and “‘ broken” to an 
industrial regime? Even if we are sympathetic to the eighteenth- 
century view of the plasticity of human nature, so that all men 
(and women) are regarded as potentially alike, we must not 
overlook the important environmental differences that have 
conditioned their industrial effectiveness. 

The commensurability of natural resources involves similar 
problems. No one will deny the importance of iron, coal, power, 
rainfall and fertile plains as localising factors. But there is little 
that the proportions-of-the-factor analysis can add to our under- 
standing of the matter. We would be giving the show away if 
we were to descend to such fatuities as: the tropics grow tropical 
fruits because of the relative abundance there of tropical 
conditions.1 

Space does not permit further elaboration on this important 
topic. We may conclude by saying that factor proportions 


1 In a sense, the comparison of productivities of the same factors between 
countries is a backward step in formal international trade analysis. To-day 
it is widely recognised that it is never necessary—even in the simple Ricardian 
examples—to make such productivity comparisons; it is only necessary to 
make inter-commodity comparisons. The proudest moment in the classical 
analysis, when it is shown that trade is still possible between two countries 
where one is less ‘“‘ efficient ” in the production of all goods, is something of an 
irrelevancy. These remarks do not mean that opportunity cost doctrine (where 
the cost of goods is only to be measured in terms of goods) is correct in the neo- 
Austrian form. Professor Viner has steadfastly maintained the more general 
equilibrium approach of Walras, Pareto and Marshall against his opponents 
Knight, Haberler and Robbins. And one by one they have either had to 
maintain an empirically gratuitous position (that all factors must be perfectly 
inelastic in total supply and indifferent between different uses) or else have had 
to reformulate the opportunity cost doctrine so that it becomes not only a rather 
awkward mumbo-jumbo, but loses all novelty and distinctiveness as well. See 
Viner, Studies, op. cit., Ch. VIII, for references. But when Viner seems to argue 
that normative propositions in international trade cannot be deduced from @ 
full general equilibrium analysis in much the same way that they can be from 
the inadmissably simple classical real costs comparative advantage, I part 
company with him. Cf. my ‘‘ The Gains from International Trade,’’ Canadian 
Journal of Economics, Vol. 5, No. 2, May 1939, pp. 195-205, and ‘‘ Welfare 
Economics and International Trade,” American Economic Review, Vol. XXVIII, 
No. 2, June 1938, pp. 261-66. Also, Viner seems unusually gentle in his 
criticism of the circuitous and rather feeble Taussigian real cost doctrines. 
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explain only part of the facts of international economics. We 
must still set up hypotheses of differences in international pro- 
duction and productivity, differences in effectiveness which are 
to be accepted as empirical facts even if not simply explainable. 
Thus, it may be a crypto-explanation to explain events of economic 
history by “‘ Yankee ingenuity.” But whatever we think of the 
explanatory value of the label, we must not deny the important 
fact described. Indeed, from the deeper standpoint of sound 
methodology, all “‘ explanations ” are really nothing but simpli- 
fying descriptive hypotheses which unify diverse facts. 


XII. Poxricy Impiications CONCERNING MIGRATION 


In conclusion, I should like to venture upon the dangerous 
task .of drawing a practical moral from an abstract theoretical 
argument. The United Kingdom is a densely populated region. 
In the post-war period it has suffered from loss of overseas 
investment income, from high food prices and adverse terms of 
trade, from a certain disorganisation of production and internal 
division of labor. 

Is widespread emigration the way out? Perhaps it is. But 
despite numerous qualifications, the gist of the present discussion 
has been to show that relatively free commodity trade is a better 
substitute for mobility of factors of production than was hitherto 
thought to be the case. 

So long as raw material can be carried to the United Kingdom 
by relatively cheap ocean transport, the law of diminishing 
returns is largely robbed of any particularly immediate local 
effects. The question arises: What can. English industrial 
workers do for themselves in the remote parts of the empire that 
they cannot do in England? What can they do for the present 
generation of Australians and Canadians after migration that 
they cannot do in England ? 

Obviously, no simple answers can be given to such complex 
questions. Undoubtedly industry is in many parts of the world 
asleep, and new catalytic agents would contribute towards a 
better and more suitable long-run equilibrium. But to have 
asked the questions in the above form shows that the favourable 
effects of migration are by no means automatic and cannot be 
simply taken for granted. 

They would be so only if it were proposed that Englishmen 
migrate in order to go on the land as primary food producers. 
This, few experts would propose on a large scale, even now when 











184 THE ECONOMIC JOURNAL [JUNE 1948 


the terms of trade are abnormally favourable to agricultural 
production. Without venturing upon rash prophecy, one can 
venture scepticism that this abnormal trend of the terms of 
trade, counter to historical drift, will continue. And even if the 
trend towards relatively higher food and raw-material prices 
should continue to develop, it would have to go a long way before 
comparable labor effort on the land could anywhere in the world 
be expected as a matter of cold fact to yield the material real 


incomes of industrialised labor. 
PauLt A. SAMUELSON 


Massachusetts Institute of Technology, 
Cambridge, Massachusetts. 
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| prices UNQUESTIONABLY, for economists, the great work of von 
’ before Neumann and Morgenstern! is the most important contribution 
® world that has appeared since J. M. Keynes’s General Theory was 





published in 1936. Its field is very different. Keynes’s great 
achievement was concerned with what may be called the economic 
laws of mass action and attempted to set out the relationships 
between such aggregations as total income, consumption, ‘saving 
and investment. The Theory of Games, on the other hand, is 
concerned with the behaviour of individuals, and the coalitions 
which they may form in attempting to better themselves. It is 
directed therefore to the kinds of problem that are met with in the 
theory of value, and especially those that arise under conditions 
of duopoly, imperfect competition and the like. 

The authors start by considering the circumstances in which 
economic decisions are taken. Beginning with the simplest type 
of economy, they point out that Robinson Crusoe is faced with a 
problem essentially different from that encountered by a member 
of a social economy. Robinson Crusoe’s problem is a simple 
maximum problem in the sense that external conditions are 
given, and what he has to do is to employ himself so that over 
time he could not improve his position by employing himself 
differently. Of course the problem may not seem simple to him 
and any particular Robinson Crusoe, as a result of defective 
intelligence or character, may be much worse off than precisely 
similarly situated Robinson Crusoes elsewhere. But the point 
is that, granted the external surroundings in which he finds 
himself, the climate, original fertility of the soil and so on, he 
holds all the cards in his hand; there is no one else playing either 
with him or against him. He can allot resources as he chooses, 
determine the extent to which any one product shall be used to 
satisfy different wants and so on. In short, he is faced with a 
problem of obtaining a maximum satisfaction from his activity, 
the difficulties of which are technical and not conceptual in 
character. 

The participant of a social economy on the other hand is not 
He also may be supposed to know his preferences 
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in this position. 






1 Theory of Games and Economic Behaviour, by John von Neumann and 
Oskar Morgenstern. Princeton University Press. First edition 1944, pp. xviii + 
625. Second edition 1947, pp. xviii + 641. U.S.$10. 
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for different collections of goods and services, hut he is not left 
alone to do the best he can. In order to obtain a maximum of 
satisfaction he must enter into exchange relationships with others. 
As soon as he does this the outcome will depend not simply on his 
own actions but on those of the others as well. Thus each partici- 
pant is attempting to maximise a function of which he does not 
control all the variables. This, the authors point out, is certainly 
no maximum problem but a peculiar and disconcerting mixture of 
several conflicting maximum problems. It is not dealt with in 
classical mathematics and cannot be regarded as a conditional 
maximum problem nor as a problem in functional analysis or the 
calculus of variations. 

How, it may be asked, if these problems are so new and 
difficult, has economics got as far asit has. Certainly we have the 
equilibrium systems of Walras or Marshall, which take account of 
the interlocking of individual plans. These systems, however, are 
built up essentially on the assumptions of perfect competition in 
which each participant exercises a negligible influence on the 
total outcome. In other words, each participant would appear in 
certain fundamental respects to be back in the position of Robinson 
Crusoe, doing the best he can for himself in a situation which he 
must accept as given and incapable of alteration by him. It is 
thus no matter of chance that the assumption of perfect competi- 
tion plays such a central réle in pure economics, and that so 
many difficulties at once crowd in if it is relaxed. Put in another 
way, the specification of rational behaviour for one participant 
under general conditions of imperfect competition calls for some 
assumptions about the responses of competitors, e.g., that a 
duopolist fixes his price on the assumption that his competitor 
will leave his unchanged. This kind of assumption not only leads 
to a concentration on one out of a large number of behaviour 
patterns in the general situation envisaged, but also leads in many 
cases to recurrent oscillations in prices or some such phenomena 
which in all probability do not take place in the real world. 
This means that the partial theories put forward are in many 
cases misleading and suggests that a more general approach is 
required. 

The object of this book is not to add perceptibly to our know- 
ledge of actual economic behaviour, but rather to provide us with 
a new set of concepts and relationships in terms of which such 
behaviour can be rigorously and exhaustively discussed. The 
authors see in the conduct of games of strategy the essential 
features of economic behaviour and, accordingly, the greater part 
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- of the book is devoted to building up a theory of such games. 


The results of these labours should be of interest not only to the 
mathematician, the student of the nature of games and the 
economist, but also to all those whose subject encompasses the 
sort of problem sketched out above. Clearly the sociologist, the 
political theorist and the student of diplomatic and military 
strategy fallinto this class. In fact the field of interest is probably 
much wider. Wald, for example, has shown that the general 
problem of statistical inference can be regarded as a zero-sum 
two-person game. 

A game is nothing more than a set of rules which describe it, 
and any particular instance of the playing of a game is called a 
play. The component elements of a game are called moves, each 
of which is the occasion of a choice to be made either by one of 
the players or by some mechanism of chance. The exercise of 
choice in this way is called a choice, so that a choice is to a move 
what a play is to a game. The general principles governing the 
set of choices made in a particular play by one of the players are 
called strategic principles and a plan specifying the choices to be 
made in the whole course of any particular play is called a particular 
strategy. A particular strategy is a mode of play thought up in 
advance which is appropriate to one particular course of play. 
A complete plan or strategy consists of a set of particular strategies 
appropriate to all eventualities that may arise in the course of 
play. 

A game may have any number of players n where n> 1. 
In a one-person game the player has to choose a strategy which 
will maximise the outcome. The economics of Robinson Crusoe 
may be thought of in this way and so may the economics of a 
communistic society with a fixed scheme of distribution, i.e., a 
scheme which forms part of the rules of the game. The authors 
point out that a rational or critical appraisal of such a distribution 
scheme is impossible. All that those involved in the playing of 
such a game can do is to decide, on the basis of moral or political 
values, that they do or do not want the game continued with 
precisely its existing rules. 

With n = 2, the special problems to which this book draws 
attention start to come in and the two-person game is analysed in 
great detail. This analysis is conducted for technical reasons 
largely in terms of zero-sum games, that is, games in which the 
sum of the gains to the players is zero so that in the present 
instance what one player gains the other loses. Games with this 
restriction are not typical of economic games in which as a rule 
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there is some net gain to the whole set of players. But this 
is not an important objection, since it is shown that a non-zero- 
sum game can always be converted into a zero-sum game by the 
addition of a dummy player, who receives the net gain but cannot 
of course influence the development of the play. 

At this point it is convenient to introduce the idea of the 
value of the play, which is simply the gain to one of the players 
froma play. In the case of a zero-sum two-person game, this will 
be a certain positive sum for one of the players, say A, and an 
identical negative sum for the other, say B. Clearly the antici- 
pated value of a play depends on the particular strategies adopted 
by the players. Let us suppose by way of example that these 
values are as follows : 
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A’s peapeses Row 
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a 2. 3. 

1 9 2 4 2 

2 1 8 3 | 1 

| 3 | 7 6 5 | 5 
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| Column 9 8 . “4 
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The nine entries in the body of the table show the value of 
a play to A for any combination of the three different strategies 
(I shall no longer write particular strategies where the meaning 
is obvious) available to each player. The figure 4 in the top right- 
hand corner of the table shows that if A follows his first strategy 
and if B follows his third strategy then A will gain and B will 
lose 4. A sensible course for A to follow will be to adopt the 
strategy which ensures him the maximum return whatever B 
does. A’s three strategies are compared from this point of view 
in the final column headed “row minima.’ Thus, if A follows 
his first strategy he can count on getting only 2, since although he 
would get 9 if B followed his first strategy he would get only 
2 if B followed his second strategy, so that it would be in B’s 
power to restrict A’s gain to 2. Clearly therefore it would be 
sensible for A to adopt his third strategy, since in this way he 
could be sure of getting 5 independently of B’s action. In general 
A will choose that strategy which gives the highest minimum 
value for different strategies adopted by B. 
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In a similar way B’s object is to reduce to a minimum the 
sum he has to pay to A. If B followed his first strategy while 
A followed his second he would have to pay only 1 to A. But if 
B did do this A could make him pay 9 by changing from his second 
strategy to his first. Clearly therefore it will be sensible for B 
to choose a strategy which gives the lowest maximum value 
of his loss to A for different strategies adopted by A. In this 
example, B will adopt his third strategy since in this way he can 
ensure that he does not lose more than 5 whatever is done by A. 

In this example, the highest minimum value for A is equal to 
the lowest maximum value for B, and in these circumstances 
the game is called strictly determined. The significance of this is 
that the strategies which it will pay the players to adopt are 
determinate, and neither player would have any incentive to change 
his strategy even if he knew what his opponent’s strategy was. 
The reason is that if A changed his strategy he could always be 
made still worse off by B, while if B changed his strategy he could 
always be made still worse off by A. 

In the game just considered, the strategies which it would pay 
the two players to adopt are clear to each of them, but reflection 
will show that this is rather a special case. For there is no reason 
why the highest row minimum should be equal to the lowest 
column maximum. Suppose, for example, that in another 
example the matrix of values is as follows : 


1 
4 
7 


to or @ 


3 
6 
9 

Here it would pay A to adopt his second strategy, since by 
this means he could be sure of getting 4 from B. To restrict 
A’s gain to this sum, B would have to adopt his first strategy. 
But if A knew that B was going to do this, it would be sensible for 
him to adopt not his second but his third strategy, since in this 
way he could obtain 7 from B. But again, if B knew that A was 
going to adopt his third strategy it would be sensible for B to 
adopt his second, since in this way he could restrict his loss to 2. 
This line of argument can be continued indefinitely and shows 
that, where the game is not strictly determined, it will always 
pay either player to discover the strategy of the other and to 
change his own accordingly. 

But this is not the end of the story. We have so far been 
considering pure strategies, namely those adopted by the players 
when they select a particular course of action to the exclusion of 
other possibilities that are open to them. They need not do this, 
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however; instead they may follow different strategies with pre- 
assigned probabilities. If they do, they are said to employ mized 
strategies. All this may sound rather artificial but, in fact, it can 
be interpreted in a perfectly straightforward way. Consider the 
game of Matching Pennies, in which one player puts down a 
coin without disclosing whether head or tail is uppermost and the 
other player attempts to put down his coin with the same side 
uppermost. There are two strategies available to each player ; 
the putting down of a head or the putting down of a tail. The 
value of a play may be represented by the following table : 


l —l | —l 
—l 1 1 














showing that the game is not strictly determined. 

It is clear that in playing this game, at least with a player 
of reasonable sophistication, it is not much use to try to discover 
one’s opponent’s strategy; a more profitable line is to attempt 
to disguise one’s own. This can be done by selecting at random 
on each occasion the side of the coin which one leaves uppermost. 
In other words, it would seem sensible to play heads and tails 
successively in a purely random order so that on any occasion 
each would have the probability one-half of appearing. Let 
us see what happens if each player does this, and calculate the 
mathematical expectation of the value of a play, assuming each 
player to choose the strategy of leaving heads uppermost with the 
probability of either 0,4 or1. The result is as follows : 
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This table shows the mathematical expectation of the value 
of a play to the matcher if each player leaves heads (or tails) 
uppermost in no cases, half the cases or all the cases. The central 
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entry is calculated, for example, from a table of the earlier type by 
taking 


(4-4-1) +(4-4-—-1) + 4-4. —1) + (4-4-1) = 0 


The striking conclusion suggested by this table, which is 
proved in a remarkable theorem, is that if mixed strategies are 
allowed a zero-sum two-person game with a finite number of pure 
strategies can always be made strictly determined. There can 
always be found a set of probabilities which will ensure that for 
some combination there is an equality between the row minimum 
and column maximum. In the above example, the introduction 
of probabilities is seen to be no arbitrary device, but an 
obvious means by which a player may protect himself from 
having his strategy in any particular play discovered by his 
opponent. 

By this means, the value of any game of the above kind can 

be defined as the value which emerges if each player uses a 
minimax strategy, that is, a strategy which brings about an equality 
between the maximum of the row minima and the minimum of 
the column maxima. The value of the game Matching Pennies 
when each player leaves heads upturned with the probability of 
one half is seen from the above table to be zero, a result obvious to 
common sense. 

We have seen that when we introduce games with a second 
player, quite new problems arise that are not present in one- 
person games. We must now add yet another player and con- 
sider the case where n = 3. The important new feature that is 
introduced by this step is the possibility that two of the players will 
band together to get the better of the third, 7.e., form a coalition. 
Just as the transition from the one-person to the zero-sum two- 
person game removed the pure maximum character of the problem, 
so the passage from the zero-sum two-person game to the zero- 
sum three-person game obliterates the pure opposition of 
interest. 

It is convenient at this point to introduce the notion of the 
characteristic function of a game. For a zero-sum two-person 
game a precise idea of the value of a play has been established. 
The characteristic function which is defined for each subset of 
players gives the value of a play which emerges from the zero-sum 
two-person game, which results from the remaining players 
forming a coalition against the first subset. The importance of 

this function is to permit a comparison of what the members of a 
coalition taken as a whole can be certain of getting, and what 
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they would get if they played either individually or as members of 
lesser coalitions. 

Let us take, as a simple example, a zero-sum three-person 
game in which any coalition of two players can extract one unit 
of value from the third player. Then writing v(S) for the value 
of the characteristic function for the subset of players S, we 
have’ 


v(0) = 0 
v(1) = o(2) = v(3) 
v(12) = (13) = v(23) 
v(123) = 0 


I Il 
“_ 


i.e., v(123), for example, means the value of a play to the coalition 
of players 1, 2 and 3. 

In such a game a coalition is bound to form, since only in 
this way can a player protect himself from loss. How much, it 
may be asked, may any member of the coalition hope to retain? 
If we denote this amount by z, it is clear that either of the 
other players could hope to retain only (1 — 2) in a coalition 
with the first player if he succeeded in his intention of retaining z. 
The sum of these amounts, 7.e., 2(1 — x), must obviously not be 
less than 1, which is the amount which the second and third players 
could get by combining, so that the first player cannot expect to 
retain more than }$ from the total proceeds of a coalition. By 
parity of reasoning, the same is true of the other two players. 
It may be noted that in this case it would avail nothing if the 
rules of the game were changed so as to give one of the players 
a premium above his basic } in a coalition with one of the other 
players. The game with this modification would never be played 
since the apparently favoured player would always lose. Only 
by an understanding with the other player over whom he had an 
apparent advantage on paper, i.¢., by reverting to the first 
variant of the game, would the player concerned ever get a 
look in. 

The authors show that the formation of coalitions depends on 
a feature of the game, which in this case is that v(12) + v(13) + 
v(23) > 0. This enables them to divide games with n > 2 into 
inessential and essential games. The former are games in which 
the players can get no more by forming coalitions than they can 
get by playing on their own; the latter are games in which there 
is an advantage in forming coalitions. Coalitions will always be 
formed in such games in the absence of rules forbidding them. 
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The value of a play to each player in the above game can be 
written down for each possible coalition thus : 











Player. 
Coalition. ——. 
1 2. 3 
(12) } } —1 
(13) + —i $ 
(23) =i + 4 














where the bracketed numbers in the column headed “ coalition ”’ 
represent the three possible coalitions of two players that may be 
formed with three players. 

Each row of this table is called an imputation, which is simply 
a set of numbers showing the distribution of the total gain among 
the players. The whole table is called a solution, since it shows 
all the ways in which the game can be played consistently with 
rational behaviour on the part of the players. In all the cases 
examined by the authors at least one solution was found to exist, 
and it seems likely that this is generally true for all games. It 
will be noticed in the above simple game that there is no means of 
saying which imputation will be achieved in the course of a play. 
This must depend on an understanding between two of the players. 
In this game the rules are symmetrical with respect to the three 
players but the outcome will never be. 

This case illustrates the objective of the authors, which is to 
derive the solution from the conditions of the game. They 
do not start off with any view as to whether or not, say, coalitions 
will be formed ; but try to discover whether or not this will happen, 
and if so what imputations can exist if the game is played 
rationally. 

The idea of a solution can be seen more clearly if we introduce 
at this point the notion of the domination of an imputation. One 
imputation is said to dominate another if, in the first place, all 
the members of a subset of players do better under the dominant 
imputation than under the one dominated and if, in the second 
place, the amount going to the subset is no greater than (8), the 
amount they are able to ensure for themselves by the formation of 
acoalition. It will readily be seen that the relationship of domina- 
tion is not transitive, that is to say, if 8 dominates « and y 
dominates 8 it does not follow that y dominates «. 

With this idea in mind it seems reasonable that a solution 
should be required to satisfy the following conditions, which give 
it an inner consistency and stability: no imputation in the 
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solution dominates another imputation also in it, while any 
imputation not in the solution is dominated by at least one 
imputation in it. The authors point out that there is nothing 
unique about a solution and, indeed, that there may be indefinitely 
many solutions in certain games. The adoption of one particular 
solution they associate with the notion of accepted standards of 
behaviour, the idea being that certain solutions will be rejected 
because they’ are immoral, unsporting and so on. This corre- 

spondence is of great interest, calling as it does for a careful 
consideration of the respective rdles of the rules of the game 
and accepted standards of behaviour. The element in the 
correspondence which I find puzzling is that different standards 
are associated by the authors with different solutions rather than 
with different imputations. The implication seems to be that a 
solution containing an unfair imputation must have all its 
remaining imputations deemed unfair so that the whole solution 
is rendered morally unacceptable. I must confess that I do not 
see why this should be so, though I do not feel able to go further 
with the matter at present. 

The three-person game is dealt with in great detail, but as 
we pass to gamesin which n > 4 the treatment necessarily becomes 
less complete although a considerable part of the book is devoted 
to such games. It will be remembered that one of the aims of the 
authors is to deduce all the solutions of a game, that is to deter- 
mine from the conditions of the game what coalitions will be 
formed, what the share-out will be, how the game will be played 
if it is played rationally. Some idea of what is involved in a 
complete treatment as n increases can be gained from an examina- 
tion of the growth with n in the types of games and arrangements 
of the players. 

With n = 3 there are three types of game depending on the 
way in which the participants line up: the one-person game (3) 
in which they all combine and in which the imputation is a part 
of the rules of the game; the two-person game (2 + 1) in which 
two combine against the third; and the three-person game 
(1 + 1 + 1) in which each participant plays on his own. In the 
case of the two-person game the participants may combine in 
three ways depending on which one is the odd man out. Thus 
three participants may line up in five ways. As n increases, the 
number of different games in this sense grows rapidly so that 
any theory which seeks to deal with each possible arrangement 
separately must quickly become extremely complicated. The 
way in which the number of possible arrangements of the par- 
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ticipants will grow if no restriction is placed on the way in which 
they combine can be seen as follows. Let n be the number of 
participants, p be the number of coalitions and individuals playing 
on their own, i.e., the number of persons in the game, and q be 
the number of participants in the largest person. Write P(n|p\q) 
for the number of games with n participants and p persons, the 
largest person consisting of q participants. Then the number of 
different kinds of p-person game that can be played by n par- 
ticipants is P(n|p|,) which is equivalent to P(n — p|,|+ p) or, 
let us SAY, @np, Where the asterisk denotes in the first expression 
that there is no special restriction on the size of the largest person 
and in the second that there is no special restriction on the number 
of persons. The value of a,,, in the form given by the second 
expression, can readily be calculated from Euler’s table of parti- 
tions (see Chrystal’s Algebra, part II, p. 530) or by means of the 
recurrence relationship 


Onp =An-yp-» +%n-pp- + + + (I) 
Proceeding in this way we obtain the following table for values of 


n up to 10. 


Number of Different Ways in which n Participants can Line Up 
to Form p Persons. 
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But we have still to take account of the combinatorial aspect 
of the problem. Most of the forms of line-up can occur in a 
number of ways depending on who lines up against whom. As 
already noted in the two-person game with three participants, 
there are three ways in which the participants can line up so that 
the total number of distinct games in this sense with three partici- 
pants is five; one one-person game, three two-person games and 


one three-person game. 
No. 230—vo.u. Lvm1. oO 
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This may be done as follows. Denote by b,, the total number 
of ways in which n participants can line up to form p persons and 
suppose that we know the total number of p-person games with 
(n — 1) participants. Then the n™ participant can be used in 
two ways. First, he may just play on his own thus contributing a 
number ba — 1p -1 Of games. Secondly, he can join any person 
in any of the p-person games with (n — 1) participants thus 
contributing a number pbh»_ yp of games. In this way we 
obtain the recurrence relationship. 


bnp = bn-vne-» + Pbn-w- - + + (2) 
Proceeding in this way we obtain the following table for values 
of n up to 10. 


Total Number of Ways in which n Participants can Line Up to 
Form p Persons. 




















n. 
- 7 ane - 
Se ee Se 5 6. ?. 8. 9. 10. 

e328 e232 1 1 1 1 1 1 l 
si—ii]3 7| 15 31 | 63 127 255 511 
Si—f—] 3 6 | 25 90 | 301 966 | 3,025] 9,330 
4i—i—-i]—j| 1/8 65 | 350 | 1,701 | 7,770| 34,105 
Bi ae | ew | ew | oe 1 15 | 140 | 1,050 | 6,951] 42,525 
es es eee FS 1] 21 266 | 2,646 | 22,827 
es eS eS es ee 1 28 462| 5,880 
sij—i}j—j|—-|—-|—-/]—-!{-— 1 36 750 
9a{/—|/—|/—|/—L—]—]|] — — 1 45 

mo }/—|—|}—-i;—|—-}|—-|{— — — 1 

>» 1 | 2 | 5 | 15 | 52 | 203 | 877 | 4,140 | 21,147 | 115,975 
































I have thought it worth while to introduce this digression to 
indicate the growth in the number of ways in which the partici- 
pants may line up as their number grows, and therefore the 
inevitable complexity of any theory which seeks to account for all 
possible groupings which might be formed. For example, with 
ten participants there are eight distinct types of three-person 
game while the total number of such games, allowing for all 
possible ways in which the participants may line up, can be seen 
from the table to be 9330. The total number of games with ten 
participants is 115,975. It is thus easy to see the importance of 
restrictions on the groupings of the participants, such, for 
example, as the assumption that there are no coalitions, in 
simplifying any theory of behaviour and the unavoidable com- 


1 This simple approach did not become obvious until the problem had been 
solved by more advanced methods for which I am indebted to Mr. J. Durbin. 
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plexity of a theory such as that advanced by the present authors, 
which seeks to place as few restrictions as possible on the ways 
in which the participants may group themselves and indeed to 
deduce the nature and extent of any lining-up from the conditions 
of any particular game. 

In addition to the development of a theory of games, the 
authors devote considerable attention, compressed though it is 
into a small space in Chapter I and a new Appendix in the second 
edition, to the notion of utility and its measurement. They would 
like to establish utility on a more restricted numerical basis. The 
ordinary approach through systems of preferences and indifference 
curves treats utilities as numerical up to a monotonic transforma- 
tion, which means that only the relation “ greater than ”’ is con- 
sidered as we approach the centre of the indifference system. 
The authors prove in their new appendix that their axioms of 
utility make utility a number up to a linear transformation, i.e., 
without fixing a zero or a unit of utility. In seeing the significance 
of this statement, it may be helpful to consider an example in 
physics. As long as only the concept of “‘ warmer ” was known, 
temperature was a number only up to a monotonic transformation. 
With the study of the concordant behaviour of ideal gases, there 
emerged a rigid numerical scale which restricted the transforma- 
tions to linear ones. Subsequent developments of thermo- 
dynamics even fixed the absolute zero so that the transformation 
system of thermodynamics consists only of the multiplication by 
constants. Only the absolute unit is missing. The authors’ 
treatment of utility, if accepted, puts utility on the same level as 
the physical concept of energy which is also a number up to any 
linear transformation. 

This treatment of utility involves the use of mathematical 
expectations, which means that the value in the sense of the 
expected value of a one millionth chance of winning one million 
penceisone penny. In fact it may be more, as witness the success 
of the football pools. Put another way, the treatment seems to 
imply that there is no specific utility in gambling. The authors 
recognize this problem, but see great difficulties in formulating 
such a concept as this in a manner free from contradiction. 

At the end of the book, about thirty pages are devoted to a 
detailed examination of some economic applications involving two 
or three participants and to a brief formulation of the problem 
of the general market. It is clear that the conclusions reached 
here are in line with those given by the ordinary theory, and in 
some cases may be a little more general although the comparisons 
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do not take account of the work on imperfect competition over the 
last twenty years. In view of this, it is to be regretted that the 
authors are in places less than generous to their colleagues who 
have tackled, not without success, these difficult problems with 
far less powerful tools. 

An idea of the sort of result obtained by the authors can be 
seen from their example of a market with one seller and two 
buyers. Arthur, Boris and Charles are collectors and Arthur is 
prepared to sell a blue marble vase that Boris and Charles would 
like to buy. Arthur formed his collection some years ago and 
has not been about in the sale rooms much lately so that his 
ideas about prices are a bit out of date; he would, in fact, be 
prepared to sell for £15. Boris, who is more up to date in his 
information, would be prepared to go to £20. Charles, who is 
comparatively new to this sort of thing and quite well off, would 
be prepared to pay £30. The question is: what transaction or 
transactions will take place. 

The common-sense view is, I suppose, that Charles will get the 
vase at a price between £20 and £30. If it is sold at an auction 
in which Boris and Charles are the only bidders, Charles will 
in fact have to pay an amount equal to the next bid above the £20 
limit which will put Boris out of the picture. This is quite a 
plausible outcome, especially if Boris and Charles are private 
individuals in which case they are hardly likely to combine against 
Arthur. As the authors point out, however, quite a different 
result may be achieved as a result of the two buyers’ forming a 
coalition. This will enable the vase to pass at a price between 
£15 and £20 and will necessitate Charles paying an inducement to 
Boris for his co-operation. This possibility is also fairly obvious 
and quite familiar, on the assumption that Boris and Charles are 
dealers, to all who frequent sale rooms. 

The authors set out their analysis as follows. If Arthur, 
Boris or Charles enters directly into the main transaction at 
price p, his gain in the above example would be (p — 15), (20 — p) 
or (30 — p) respectively. The maximum gain is the difference 
between the seller’s reserve price and the highest price either 
potential buyer is willing to offer. In this example the maximum 
gain is 15. Using the fact that the sum of the perpendicular 
distances from any point in or on the boundary of an equilateral 
triangle to each of the three sides of that triangle is equal to 
the altitude of the triangle, we may use an equilateral triangle of 
altitude 15 units to summarise all possible imputations which may 
arise in the present game. We will put the initial of one of the 
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three participants at each vertex and then, taking any point 
arbitrarily to represent an imputation, measure the gain to each 
participant by the perpendicular distance from the point to the 
side of the triangle opposite his vertex. Consideration will show 
that the triangle can be carved up into regions as follows : 


A 





Any point on the line AD represents an imputation in which 
Boris is outbid and Charles buys from Arthur at a price between 
£20 and £30. Any point in or on the small equilateral triangle 
CDE represents an imputation in which Boris and Charles band 
together, Charles buys the vase at a price between £15 and £20 
and pays a compensation to Boris for his accommodating 
behaviour in not bidding up the price. Any point in the rest of 
the triangle, i.e., in the area ABED excluding the lines AD and 
DE, represents an imputation in which the compensation which 
Charles has to pay to Boris is not worth Charles’ while in com- 
parison with some other imputation on the line AD. Thus the 
possible imputations from the common-sense standpoint which 
the authors associate with existing economic theory lie on the line 
AD. The additional possibilities which arise if a coalition takes 
place between the two buyers are contained in the triangle CDE 
and its boundary. 

If this situation is analysed in terms of the concepts of domina- 
tion and solution, it turns out that the only sets of imputations 
which belong to a single solution are those on the line AD plus 
those on a simple curve running from apex to base of triangle 
CDE and never deflecting from the vertical by more than 30°. 
There are thus indefinitely many solutions each of which is said 
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to correspond to a definite standard of behaviour. 
mentioned, I find this correspondence puzzling. 

Let us now descend to the common sense of the sale room. No 
doubt if Boris and Charles are private individuals it is part of 
the accepted standards of behaviour that they should not combine, 
In this case the imputation may be expected to lie on the line AC 
a little above the point D. If on the other hand they are dealers 
they are quite likely to combine and if they do their object will 
usually be to soak Arthur by forcing the imputation as close as 
possible to some point on the line CH. Just where it will come 
between C and £ will depend on the standing of Boris and Charles 
in their trade and the amount of use they can be to one another. 

On the assumption that Arthur, Boris and Charles know as 
much about each other’s position as the reader does, it seems 
clear that Boris could never be of much use to Arthur. If Boris 
were to become Arthur’s stooge whose job it was to bid up the 
price against Charles on the understanding that if he got landed 
with the vase at a price above his own top price he would be 
compensated by Arthur, Charles could always step in with an offer 
that would disentangle Arthur from Boris. It is not so clear that 
this would hold if there was general uncertainty on the part of the 
participants as to one another’s limits. It would seem that 
Boris could make a living by helping the Arthurs of this world 
to push the Charles up towards their limits. 

Looking at the matter from a different point of view we can 
see that the triangle ABC does not contain the imputation that 
would arise if Arthur decided that Charles was an undesirable 
character and came to an agreement with Boris. Of course the 
authors are not concerned with such considerations but in practice 
they may affect the outcome. 

I should like to end this review with a plea. I hope I have 
made plain even in the very bare outline I have given that the 
Theory of Games is a work of immense power and interest and 
offers a highly elaborated theory of the sort of situation met 
with in the social sciences. There is, perhaps, a sense in which 
it is a simple book. The mathematics employed do not, so far as 
the applications are concerned, involve a large technical knowledge 
and as far as is necessary they are explained in the text. Through- 
out, the severely symbolic treatment is re-expressed as far as 
possible in words. Yet, partly on account of the length and 
partly on account of the closeness of the reasoning, it is a most 
exacting book to read and may for this reason fail to reach as wide 
a public as it should. I believe there would be great scope 
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for a short introductory volume, somewhat on the lines of P. A. 
MacMahon’s introduction to his great work on Combinatory 


Analysis, if the authors could find the time to prepare one. 
RICHARD STONE 


Department of Applied Economics, 
Cambridge. 




































THE FOOD SUBSIDIES 





In the years immediately before the war subsidies, amounting 
to some £11} millions annually,! were paid to British farmers on 
several important articles of food. They were designed in the 
main to enable these farmers to earn “ reasonable ”’ profits and 
maintain “ reasonable ’’ output in the face of the low prices that 
resulted from foreign competition. With these subsidies we 
are not concerned here. 

There also existed at that time some, as we may say, con- 
sumers’ subsidies, the purpose of which was to provide a part of 
the cost of the subsidised commodities out of public funds, so 
that their prices to consumers could be kept down. Among 
these were the housing subsidies and the subsidy—in this case a 
full-cost subsidy—that enabled elementary education to be 
provided gratis. In normal times subsidies of this kind are, in 
genera!, motived by and are susceptible of defence by reference 
to one or both of two sorts of consideration. First, even if the 
people who get the benefit of the subsidies and those at whose 
expense the funds to finance them are raised, are people of similar 
wealth—in the extreme case are the same people—it may be 
desirable from the standpoint of general economic welfare to 
induce them, out of given aggregate purchasing power (including 
what virtually accrues to them from the subsidies), to allocate ex- 
penditures among various sorts of purchases in ways somewhat 
different from those they would have followed if left to their 
own devices. There is a distinction between what people do 
want and what they ought to want. Some provision of subsidies 
for museums and concert halls financed by taxes on gin palaces 
would, prima facie, promote social welfare. Moreover, some 
sorts of activity carry benefit and others inflict damage over and 
above what is reckoned in receipts and costs to those who control 
them. Forest planting may yield this class of benefit by improving 
the climate, and the sale of alcoholic drinks this class of cost 
by making necessary the services of extra policemen. The 
practical task, indeed, of deciding what activities to encourage 
by subsidies, and, still more, what rates of subsidy to provide, 
presents very great difficulties; and the question whether actual 
governments would prove competent to deal with these diffi- 
culties may well give us pause. But the principle is plain. 
1 Agricultural Register, 1938-39, p. 50. 
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Secondly, subsidies on articles predominantly consumed by poor 
persons and paid for out of taxes mainly contributed by richer 
persons may be used as a channel for transferring purchasing 
power from the latter group to the former. At the present time, 
according to a calculation set out in The Economist of May 3, 
1947, some 2s. 3d. per week is, in effect, handed out through 
them to be added to each 5s. 3d. spent on essential foods; the 
funds to finance this being provided by tax-payers in proportion 
to what they have to pay in taxes. This means, of course, that 
a very substantial part of the subsidies constitutes a transfer 
from better-to-do to worse-to-do persons, while the rest is just 
a shifting, under the egis of the Chancellor, from the same people’s 
right-hand pockets to their left-hand pockets. It would be of 
interest to know the comparative sizes of these two types of 
operation as well as other statistical details connected with them ; 
but I, at all events, do not know these things. 

At an early stage in the war it was feared that, should the 
real receipts of wage earners be forced down, serious labour 
unrest, and, hence, damage to the war effort, would follow. With 
growing Government outlays, prices all round, including food 
prices, began to rise, thus threatening these real receipts. Since 
our staple articles of food are largely imported, it was not 
practicable to prevent their prices from rising by simply fixing 
legal maxima; for that would have prevented the goods from 
coming here. If, therefore, prices were to be kept down, there 
had to be subsidies. In the absence of these, pressure to maintain 
the real receipts of wage earners could only act through rising 
money wage-rates. Prima facie, subsidies and rising money 
wage-rates—with the war in full stride practically all employable 
persons were sure to be employed—were alternative means of 
maintaining these real receipts. Money wage-rates might be 
increased in the aggregate by x pounds or the Government 
might pay x pounds towards the cost of the things that wage 
earners buy. The two arrangements are not, however, really 
equivalent. On the subsidy plan, in the face of a given enhance- 
ment of ex-subsidy food prices, a constant subsidy payment of 
x pounds a year would suffice. But on the other plan, when 
money wage-rates are raised, this will cause prices all round to rise, 
and, therefore, in order to maintain the real rate of wages, money 
wage-rates will have to be raised again ; and so on in a continuous 
spiral, with real wage-rates always falling in some degree short 
of their target. Plainly then, so far as subsidies and additions to 
money wage-rates call for creations of new money, much smaller 
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creations are needed under the subsidy plan than under the other, 
Thus money incomes will be expanded much less. More sub- 
sidies mean less inflation. Of course, if the subsidies do not 
succeed in restraining demands for increases in money wage-rates, 
but are partly an addition, and not an alternative, to such 
increases, their efficacy as an anti-inflationary device is so far 
weakened, and may even be completely destroyed. It was 
hoped, however, that this would not happen, and in this hope 
subsidies were introduced, designed to vary inversely with the 
prices ex-subsidy of important articles of food, so as to keep the 
prices of these articles to consumers approximately stable. 

As things have turned out, food prices have been successfully 
held. The food element in the cost-of-living index, which in 1940 
had risen by some 20% above its average for 1938, since then 
remained substantially unchanged until the index was abandoned 
last June. The subsidies which made this possible are now running 
at about four hundred million pounds a year—equivalent to some 
two-fifths of the yield of income tax. Money wage-rates, how- 
ever, have not remained stationary. Whereas on the average 
of 1940 they were some 12%, in June 1947 they had reached 
some 75%, above their 1938 level. This on the face of things 
is a poor showing for the subsidies. They have certainly not 
prevented money wage-rates from rising. But this is not to say 
they have failed to restrain their rise, and the associated in- 
flationary spiral. To what extent, if at all, they have done this, 
it is impossible to determine categorically. But the following 
facts are relevant. In the first world war, though a substantial 
subsidy was paid on wheat (finally removed at the end of 1920) 
and, after the war had ended, half accidentally on sugar,! no 
serious attempt was made to stabilise the cost of living. By the 
end of 1919 money wage-rates had risen by 128% as against 
1913, while the food element in the cost-of-living index had risen 
by 130%; and by the end of 1920 the corresponding figures were 
179 and 171 respectively. The inflationary movement was thus 
much larger then than it has been this time. On the other 
hand, the rate of real wages (as measured by the money wage- 
rate divided by the cost-of-living index), which this time has 
risen 45%, then remained sensibly unchanged. Shall we con- 
clude that the subsidies have substantially restrained the in- 
flationary spiral and at the same time have been responsible for 
a substantial increase in real rates of wages ? 

This, however, is all a preliminary to the question what ought 
1 Cf. Beveridge, British Food Control, pp. 299;and 301. 
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to be done about these subsidies now. There is, I think, fairly 
general agreement that, as a part of normal peace-time policy, 
general subsidies on essential foods—I do not include here special 
subsidies on, for example, milk for school children—are undesirable. 
They are undesirable for two reasons. First, if it is decided to 
transfer such and such a sum of money from relatively rich 
to relatively poor people, it is extremely wasteful to distribute this 
money among the recipients in the proportions ia which they buy 
essential foods. This is a very bad index of their comparative 
needs. Very much more good could be done if the money were 
devoted, for example, to more extended children’s allowances, 
further contributions to old-age pensions, further contributions 
to sickness benefit and so on. Secondly, in normal conditions, 
with all essential foods reasonably abundant and no rationing, 
subsidies on these foods would inevitably push productive power 
towards them in a greater degree than people, given their individual 
post-transfer purchasing powers, would have chosen to push it had 
the State remained neutral as between different kinds of expendi- 
ture; and there is no reason to think that that sort of pushing is in 
this case socially desirable. Since essential foods are largely im- 
ports and, may be, supplied under conditions of increasing cost, a 
case might even be made for pushing in the opposite direction. 
These considerations are decisive. In normal times consumers’ 
subsidies of a general kind on the main articles of food ought not 
to be paid. There is no serious doubt about that. But these 
are not normal times, and we are in fact saddled, as a part of our 
war legacy, with very large food subsidies. To realise that these 
are unsuitable for normal times is easy; to decide what ought to 
be done about them now is very difficult. 

There is one circumstance, indeed, that makes for simplicity. 
As we have seen, in normal conditions subsidies, besides trans- 
ferring purchasing power from one set of people to another, 
discriminate in favour of the subsidised articles, so that, out of 
a given aggregate purchasing power (including what virtually 
accrues to him through the subsidies) a man is induced to expend 
more on these particular things and so to buy more of them than 
he would have done if they had not been subsidised. At the 
present time, however, the principal articles of food on which 
subsidies are paid are very strictly rationed. Nearly everybody, 
it is generally believed—though I do not know that there is direct 
statistical proof of this—purchases the whole of his permitted 
rations, and, since the rations are very small, it is reasonable to 
suppose that even a large rise of prices, such as would follow 
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the removal of the subsidies, would not prevent people from 
doing this, but would rather lead them to economise on other 
sorts of expenditure. So long, therefore, as rationing on the 
present scale continues, the discriminating effect of the subsidies 
as between different forms of consumption is probably of very 
small importance. These subsidies are best regarded as a channel 
through which purchasing power is transferred from one set of 
persons to another set and as nothing besides that. 

It is common ground that, if they were abolished, unless the 
ex-subsidy prices of essential foods happened at the same time 
to fall, poor persons with large families or in old age would be 
very hard hit, and there is general agreement that some com- 
pensation for them, as regards, for example, children’s allowances 
and the rate of old-age pensions, would have to be provided. 
It is common ground, too, that subsidies could not properly be 
abolished at a single blow, but only by a gradual process. So 
much being understood and allowed for, how does the case for 
and against abolition stand ? 

The main difficulty to be faced in any attempt to tackle this 
question is that the reactions, political and other, which would 
follow if the subsidies were abolished, cannot be certainly known, 
so that on one hypothesis about them abolition might be desirable, 
on another not. We have, therefore, to consider the problem 
in relation to alternative hypotheses, and in strictness a large 
number of alternatives ought to be taken into account. I shall, 
however, premise two things, namely (a) that for some little 
while yet it will not be practicable to increase to any appreciable 
extent the permitted rations of important foods,’ and (6) that 
the dollar-sterling rate of exchange will be maintained at its 
present level. On this basis I shall proceed as follows. First, 
I shall suppose that, if ‘the food subsidies are abandoned, tax 
revenue will not be retained at its present amount but will be 
reduced to a nearly equivalent extent. On that supposition I 
shall study the case for abandoning the subsidies (1) on the 
hypothesis that money wage-rates are not pushed up in reaction 
against the cut in subsidies, (2) on the hypothesis that they are 
so pushed up in an attempt to secure compensation for the cuts. 
Secondly, I shall suppose that, if the subsidies are abandoned, 


1 Should the general situation so worsen that we are unable to buy from 
abroad enough essential foods to honour the current rations for everybody, the 
scale of these rations will need to be cut down. Nobody would suggest that the 
scale should be kept nominally intact and the consequential deficit covered by 
poorer people being forced through high prices to buy less than their full ration. 
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tax revenue will be retained at its present amount, so that the 
savings made on the subsidies are added to the budget surplus, 
and on that supposition shall review the implications of the two 
hypotheses just distinguished. 

Given then in the first place that, if the food subsidies are 
abolished, the savings will be devoted to tax relief, how does the 
case for getting rid of them stand on the hypothesis that money 
wage-rates will not react? Transfers of purchasing power from 
better-to-do to worse-to-do persons have the prima facie justifica- 
tion that a pound added to a poor man’s income creates more 
satisfaction than a pound taken from a rich man’s destroys; 
so that, unless aggregate real income is damaged as a consequence 
of the transfer, a balance of good is likely to result. But the 
unless is very important. For, with the heavy revenue require- 
ments that have now to be faced, it is very difficult to devise 
taxes that will not act as strong “ disincentives’ to hard work 
and enterprise. It is widely held that income tax, with its steep 
graduation, and that not merely at the upper end of the scale, 
works in this way. ‘The process of raising the money to finance 
these transfers is, therefore, likely in present conditions indirectly 
to bring about a considerable cut in the size of the cake that we 
are trying to distribute more evenly. Moreover, this sort of 
effect may be cumulative because, as the cake grows smaller, 
to hand over a given absolute amount through subsidies means 
handing over a larger proportionate amount, and this entails an 
enhancement of the disincentive effect. These considerations 
go far to cancel the prima facie case for maintaining the current 
level of transfers. It is relevant, too, that, whereas, as we have 
seen, during the first world war and its immediate aftermath 
real wage-rates on the average just about held their own, this 
time, so far as the statistics give a fair picture of the facts, they 
have risen as against 1938 by no less than 45%. This figure 
fails, of course, to take account of the worsened quality of many 
goods, the inconveniences of rationing, shopping queues and so 
on. Still it strongly suggests that wage earners as a body, and 
so probably the poorer classes, have on the average improved 
their position in an absolute sense ; while there can be no doubt 
at all that, as compared with the richer classes, more especially 
when taxes are taken into account, they have improved it re- 
latively to an enormous extent. In the present difficult situation 
these war-time gains, helped out, as they were, by extensive 
lend-lease help from America, cannot reasonably be regarded as 
untouchable. We have agreed that consumers’ subsidies on 
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essential foods are inappropriate to normal conditions. A 
beginning in the task of removing them must, therefore, be made 
some time. Would it not be wise, not merely to refrain from 
increasing the rates of subsidy should the import prices of these 
foods continue to rise, but to undertake forthwith a moderate 
downward cut ? 

This is on the hypothesis that, if a cut is made, wage-rates 
will not be pushed up in compensation. What of the alternative 
hypothesis that they will be pushed up? In that case the removal 
of the subsidies would, indeed, still enable rates of taxation to be 
reduced and modified in ways designed to lessen their disincentive 
effect. But against this advantage there would be a set-off, which 
in present conditions is very important. For every rise in money 
wage-rates (without an associated rise in productivity) would 
push up the prices of goods produced in this country, and, even 
though further secondary wage increases consequent upon that 
are somehow prevented, the price rise is bound, provided that 
the dollar-sterling exchange rate remains fixed, to hamper our 
exports, thus making harder the urgent and overriding task of 
closing the adverse gap in our foreign balance. ‘This considera- 
tion constitutes a strong argument, so long as “ the battle of 
the gap ” remains undecided, for letting sleeping subsidies lie. 

We have still to consider the case in which the subsidies are 
supposed to be abolished, but the savings, instead of being used 
to dispense with tax revenue, are turned over to creating or 
augmenting a budget surplus. On the hypothesis that money 
wage-rates do not rise to offset the cut in subsidies this policy, 
while it would do nothing to modify the disincentive effect of the 
tax system, would obviously exercise a considerable disin- 
flationary effect. Having to pay more for their food, people 
would have less to spend on other things for home consumption, 
football pools and the like. There would, therefore, be less 
inducement to labour to provide these things and it would move 
more readily into the export industries. The consequences of 
this heroic austerity might well be better, at all events from a 
short-run standpoint, than those that would follow from cutting 
the subsidies and using the savings for the relief of taxation. 
But, if money wage-rates did rise in reaction against the cuts, 
there wquld be no disinflationary effect and no gain; on the 
contrary, in view of the cumulative interaction of wages and 
prices referred to on p. 203, probably some loss. 

Evidently, then, if the savings from cutting the subsidies 
would be used to swell a budget surplus, no less than if they would 
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be used to reduce and modify taxes that impose disincentives on 
work and enterprise, the choice between cutting and not cutting 
them at the present time turns on what sort of reaction may be 
expected in money wage-rates. Here politics and economics are 
closely intertwined. Unless the trade unions enter into an 
arrangement with the Government under which cuts in the food 
subsidies can be made without consequential increases in money 
wage-rates being called for, it is almost certain that they will 
be called for and will, moreover, in large part be conceded. 
Under the stress of our balance of payment difficulties an arrange- 
ment of this kind may perhaps be made. But there are as yet 
few signs of it. It is a thing to be aimed at. If we can get it, 
let us begin cutting the subsidies forthwith; if we cannot, for 
the present leave them alone. 
A. C. Picou 


King’s College, 
Cambridge. 
December 1947. 













THE CONCERTED REGULATION OF PRICE AND 
OUTPUT 


I 

Mucu has been done in recent years to elucidate problems 
connected with monopoly or imperfect competition; but, while 
there has been plenty of discussion of the conduct of particular 
cartels, pools and the like, more general analysis has usually 
proceeded on the assumption that each firm is autonomous within 
the limits prescribed by law.1 There is general agreement that 
regulation by associations of many types is becoming more and 
more important, so that it seems desirable to give more attention 
to their aims and effects. The following paragraphs concentrate 
on the problems of concerted control of selling markets. 

In analysing the policy of maximising profit by fixing a price 
higher than competition would permit, a highly simplified and 
deceptively clear-cut pattern is first assumed. Then in sections 
III to VI some of the perplexities arising from the less orderly 
conditions we find in the real world are examined. In section VII 
some consideration is given to the fact—apparently well estab- 
lished—that many business men, unlike most economists, either 
reject or ignore criteria based on marginal analysis. Section 
VIII touches on product variation and advertising, while the 
regulation of output, instead of price, is discussed in the following 
section, which is followed by reference to price discrimination. 





1 This is particularly true of the great pioneering works of Mrs. Robinson and 
Professor Chamberlin. Mr. Triffin, wishing to free himself from reliance on the 
concept of an industry, is naturally atomistic. For this and other reasons the 
analysis offered is far removed from the problems of the real world. 

In his article on multiple plant firms, cartels and imperfect competition 
(Q. J. E., LXI, pp. 173 et seq.), Mr. Patinkin has abandoned some of the more 
unreal assumptions; but the organisations which he has chiefly in mind are those 
with close control of their members, able, among other things, to allot quotas s0 
as to minimise costs, even if that involves leaving some with no sales. This 
obviously entails some kind of profit pooling, which in turn requires supervision of 
members to ensure efficiency, as otherwise they may neglect improvements or 
allow their costs to rise or their sales to fall off. Arguments based on compulsory 
cartels are apt to be misleading when applied to the freer conditions with which 
this article is chiefly concerned. In addition, Mr. Patinkin relies a good deal on 
the concept of free entry which, it will be argued, has little meaning in circum- 
stances where voluntary cartels arise. To avoid misunderstanding, it should be 
added that no account is here taken of one increasingly common complication, 
namely, the existence of direct links between two or more of the firms in an 
industry, possibly between all members of the group in question, e.g., through 
common directors or joint subsidiaries. 
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Finally, attention is given to the possibility that concerted action 
may lower price or benefit buyers in other ways, instead of 
having the opposite and evidently more usual effect. 


II 


At the outset it will be well to admit the extreme difficulty of 
theorising about what is actually done or attempted. Most of the 
announcements and justification of the aims of restrictive agree- 
ments are vague and confused, whether because those in control 
are not clear themselves or because they fear publicity.1 That 
being so, the question naturally arises whether economic analysis 
can yield any definite conclusions as to the most appropriate 
policy or policies for groups of firms acting together under various 
conditions. 

The tendency to increasing risk, which was considered by 
Liefmann, the great apologist for cartels, to be their chief 
justification, has not yet been clearly proved to exist. However, 
the desire for greater security must certainly be reckoned one of 
the mainsprings of combined action, and it may well be true both 
that this desire is growing stronger and that in many branches of 
industry and trade its fulfilment is becoming more difficult unless 
some kind of shelter against competition is constructed. Before 
looking at that aspect of the question, however, it will be well to 
consider what is regarded as the prime mover of competitive 
industry, namely, the maximisation of profit, and to see how that 
is affected by abandoning the assumption that each firm is quite 
free to pursue whatever policy seems to it best. , 


Il 


We immediately encounter the difficulty that there are a 
number of firms, each interested in its own profit, whose agree- 
ment has to be secured. There is no need for unanimous approval 
of every detail of the policy to be adopted; but, except for the 
case of a compulsory cartel, with which we are not primarily 
concerned, there must not be an important minority differing 
sharply from the accepted view, for then the association will be 
very likely to disintegrate. If highly restrictive agreements 
are not legally enforcible, this can happen at any moment. The 
support given to such agreements by German law hindered 
immediate secession, but could not prevent firms disagreeing 
fundamentally from the majority policy from refusing to renew 


1 See Lucus, Industrial Reconstruction and the Control of Competition, passim. 
No. 230—von. LvImt. P 
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the cartel contracts when they lapsed; hence the need to make 
the potash cartel compulsory. How much difference of opinion 
is compatible with the maintenance of common policy depends on 
many varying factors. Sometimes, as in the professions, there is 
a strong natural feeling of solidarity. The majority may have 
powerful sanctions which they can invoke—a boycott with the 
aid of merchants tied by exclusive agreements or the cutting off 
of some necessary supply. If in the absence of organisation 
the market would be in a high degree oligopolistic, firms will be 
reluctant to break away and face the resulting uncertainties.? 

The only clear theoretical case seems to be where all firms 
have identical markets and cost schedules. Then the marginal 
revenue can be conceived as pertaining to the whole group, as if it 
were a complete monopoly, and this must be equated to the 
marginal cost of each producer, which will be the same for equal 
outputs. Such a position is obviously stable. Diversion of 
customers is ruled out. So the demand curve facing the firm is 
identical with that facing the industry. But this is a very 
improbable case. Even if the only cause of market imperfection 
is geographical dispersion, the product and conditions of sale 
being uniform, it is in the highest degree unlikely that consumers 
in each part of the market will have exactly the same combination 
of tastes and incomes. If the buyers are themselves producers, 
the differences may be less, but are not likely to be negligible. 

Probably a number of firms never have identical market 
conditions unless they are actually supplying the same market, 
so that we are limited to perfect competition and perfect oligopoly * 
as ideally possible cases. There is, however, strong ground for 
believing that perfect oligopoly has never existed.4 Markets 
which approach perfectly competitive conditions can be found, 
but the existence of a large. number of sellers makes it very difficult 
to establish a voluntary association. Moreover, the temptation 
to a producer to break away from an agreement requiring him 


1 This is where the combination performs some more positive function for its 
members, such as the Iron and Steel Federation’s handling of necessary imported 
materials. 

2 In the case of a syndicate with centralised selling, the rebel is handicapped 
by having no direct market connections. 

3 I.e., where there are no barriers whatever between the few competing firms 
and the cross elasticity of demand for their outputs is infinite. 

* There are serious objections to Professor Boulding’s characterisation as 
perfect oligopoly of situations such as “ Pittsburgh plus ”’ with price leadership 
(Economic Analysis, p. 628), as it is difficult to see how a system of that kind could 
arise unless one firm already had a dominant position, and varying speed of 
delivery according to the proximity of producers prevents the outputs of all 
sources from being perfect substitutes. 
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to charge a price appreciably above marginal cost is very strong 
when the demand for his individual output is very elastic, so that, 
unless contracts of the more restrictive type are legally valid, a 
cartel seeking to establish a situation substantially different from 
that which would have existed in its absence would be very likely 
to break up. 

In practice producers’ costs differ. Consequently, even if 
they believe their marginal revenues to be similar, their marginal 
cost curves will differ. Thus if we take the equality of marginal 
revenue and marginal cost as the proper criterion, we have to 
decide whose marginal cost shall be the basis. As already indi- 
cated, simple majority decision will not do, as it may leave some 
firms with too strong an incentive to break away. Something 
of the nature of Marshall’s ‘“‘ Representative firm ”’ seems to 
be required, and that has been shown to involve great un- 
certainties." 


IV 


When the products of different firms are not the same in 
themselves or in the conditions under which they are sold (such as 
credit, guarantees and delivery) identical markets and costs may 
be ruled out. Then, moreover, the problem of defining the group 
for which regulations are to be made presents itself. When there 
is a continuous chain of imperfect substitution among the products 
of different firms, varying with their geographical remoteness, 
their physical characteristics and so on, there is usually no marked 
gap at which a halt can be called. However widely we delimit 
our sphere, there will virtually always be firms beyond the pale 
who compete appreciably with some within it. These latter 
will then press for a still broader basis of agreement. To 
appreciate this, we need only remind ourselves of discussions as to 
whether cotton and rayon should be treated as one industry, 
whether road and rail transport should have a common rate 
structure, whether copper marketing should be controlled on a 
world-wide basis and a thousand similar cases. Here we have to 
reckon with disagreement, not as to what an association should 
do, but as to what it should be. In practice the lines drawn have 
an element of arbitrariness, and this helps to explain the lack of 
clear-cut aims, for precise definition would often give rein to 
powerful forces making for the widening or narrowing of an 


1 E.g., by Professor Robbins, ‘“‘The Representative Firm,” Economio 
JOURNAL, 1928, pp. 387 et seq. 
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association, and those in charge generally have an attachment to 
the status quo, perhaps with a desire to widen their scope as long as 
it can be done without too serious a watering down of their aims. 


Vv 


Differences in the nature of the market, the character of the 
product, the conditions of sale, the amount of advertising and so 
on give rise to another very important element of variation in 
different parts of the market, namely, the degree of competition, 
and this may be increased by great disparities in the size of firms. 
Some firms may have a large amount of good will, so that they are 
less affected by formal protective arrangements. Others may 
have less natural shelter and, through lack of time or opportunity, 
have been unable to create special defences for their own positions. 
If the competition threatening each comes mainly from one 
or two near “neighbours,” so that there is oligopolistic 
indeterminateness, the appeal of concerted action will be much 
stronger. If such firms have experienced a violent bout of 
“ cut-throat ’’ competition and unstable prices, they will be 
particularly amenable to regulations which at first sight do not 
appear to suit their cost conditions well. The risk of finding 
themselves in the fire instead of the frying-pan will weigh strongly 
with them and may, for example, deter them from embarking 
on a policy of expansion by price-cutting or advertising which 
they might otherwise pursue in defiance of association policy. 
Here perhaps is one explanation of the great power exerted in 
many organisations by the large and long-established firms which 
are not under conspicuously good management and of the power 
and stability of many quite informal associations.+ 


VI 


The governing bodies of cartels naturally pay attention to 
pctential competition, whether from sources hitherto supplying 
other markets or from new producers. If they are wise, they will 
take a long view—longer than a single firm would usually deem 
necessary, since the group as a whole can reasonably hope for 
perpetual survival more confidently than individual firms. This 
introduces another complication, since no one can say definitely 
just how much caution is required. The best policy in the long 
run may be to keep prices so low that the invention of substitutes 


1 Contrast Burns’ view that the large firm has the greatest interest in 
preventing price cutting, T’he Decline of Competition, p. 77. 
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is discouraged and research into new uses of the product is 
encouraged. On all this there is sure to be difference of opinion 
and consequently the need to find a policy acceptable to the 
majority while not putting too great a strain on the minority. 
There will always be some members mainly interested in quick 
profits through high prices and, if they predominate, as in the 
Stevenson Rubber Restriction Scheme, they may quickly ruin the 
organisation by stimulating outside supply which makes the last 
state of the trade worse than the first. The task of the interloper 
is made much harder by the prevalence of good will, by boycotting 
arrangements and the like; and deferred rebates are often a very 
effective device in this connection, as in cargo shipping. When 
the association provides some necessary service, such as research 
or an indispensable material, outsiders may be completely barred. 
The fear of low-cost production probably causes those in control of 
schemes for maintaining prices to give much attention to 
obstructing newcomers, making “free entry ” a term with little 
relevance to wide areas of industry and trade. The lack of 
positive evidence for this in many spheres is of little significance, 
as the potential producers are naturally not conspicuous.+ 


VII 


Up to the present it has been assumed that policy is mainly 
directed towards fixing a price which is considered most profitable 
in the light of estimates of marginal cost and marginal revenue. 
This is in the tradition of Mrs. Robinson, Professor Chamberlin and 
Mr. Harrod. In practice, the avowed policy of cartels usually 
ignore margins, relying instead, more or less explicitly, on averages. 
It is assumed that there is something fair and reasonable about a 
price which enables producers to cover their full costs, including a 
moderate profit. Carried to its logical conclusion, this might 
involve covering all overhead charges in every short period, but it 
is not considered improper for hotels at seasonal holiday resorts to 
reduce their charges during slack periods and no one has suggested 
that a railway should cover its overheads on the carrying done 
between 2 a.m. and 3 a.m. The annual account seems to cause 
the year to be taken as the time unit, but even then the implications 
are not carried out to the extent of raising prices in times of slack 
trade in order to cover all costs on a reduced turnover. How- 
ever, when productive capacity appears likely to be excessive for 


1 Cf. Criticism by The Economist of the reassuring conclusion reached by the 
Ministry of Works Committee on the Cement Industry, July 12, 1947, p. 55. 
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a considerable period, because demand has shrunk or has been 
over-estimated, we often meet what amounts to the contention 
that consumers should carry the burden of all the overhead 
charges. Stable price, as distinct from stable output or stable 
profit, has much support from producers and, in so far as this is 
the aim, it must be based on a standard degree of utilisation of the 
fixed equipment rather than actual output at any particular 
moment. What is meant by a reasonable profit is far from clear, 
and this is too large a subject to be discussed here. Also, there is 
little sign that account has been taken of the possibility that more 
than one price might just cover full costs at very different levels of 
output. Still worse, as costs vary from firm to firm, a more or 
less arbitrary decision must be taken as to whose costs shall be 
decisive—whether the least efficient firm that happens to exist 
should be enabled to pay its way, others making surplus profits 
or, if not, where the line should be drawn. Once more, a 
“* Representative firm ”’ is needed and something not very dissimi- 
lar to Marshall’s concept may well be in the minds of committees 
regulating prices. It may be safe to conjecture that business men, 
particularly those most inclined to establish cartels, favour prices 
which give a reasonable profit to moderately efficient producers 
working not far below the optimum utilisation of their equipment. 
This makes gross profit per £100 of capital sunk vary with output, 
and net profit still more, so long as marginal prime cost is below 
price. 


Vill 


To make price control effective as a protection to profits, it is 
frequently necessary to regulate quality and advertising, for, if 
price competition is ruled out, these may take its place as methods 
of pushing sales and may eat into profits no less disturbingly. In 
Germany the term, ‘“‘ Conditions cartel’ has stood for a great 
variety of associations for such purposes. It must be remembered, 
however, that, unless they are combined with some kind of price 
control, they are not really restrictive. Indeed, they may 
promote competition of the right kind, standardising the product 
and its manner of sale, thereby preventing the unenlightened 
buyer’s attention from being distracted by minor peculiarities 
and “‘ gadgets”’ which may enable the unscrupulous to charge 
exorbitant prices. Standards associations are in themselves not 
restrictive of competition, any more than are State regulations as 
to weights and measures. Concerted regulation of quality may 
injure the consumer by preventing the introduction of sub- 
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stantially better designs, illustrating the tendency of cartels to 
preserve the status quo. No doubt the majority can often defend 
themselves on the ground that expenditure which the most 
enterprising would like to devote to new models yields too little 
improvement to be worth while even from the community’s point 
of view. However that may be, the addition of quality control 
removes one of the grounds upon which price control has always 
been strongly defended, namely that it diverts competition to the 
more desirable aim of improving quality. 


IX 


Concerted regulation may, of course, apply primarily, not to 
price, but to the amount produced—either the absolute quantity 
or the share of the output of the group which each firm may sell. 
It might be supposed that these are simple alternatives for 
achieving the same end, as price and quantity sold are inter- 
dependent.? Usually, however, there is not a unique correlation. 
Certainly where products are not standardised and there is scope 
for varying the quality or the outlay upon advertising, there may 
be very great opportunity to influence the amount sold at an 
agreed price. When there is quota fixing, these devices may be 
employed to raise the price which buyers are willing to pay or, in 
the case of a firm whose sales are below the permitted level, to 
expand them towards that limit. The incentive in this last 
instance may, however, be counteracted by an arrangement for 
compensating those who fall below their quotas, as under many 
types of pool schemes. Ifa markedly restrictive quota is imposed 
and a firm is not disposed to raise its price (because this would 
be inconvenient or to avoid drawing attention to monopolistic 
tendencies) it may seek to reap the benefit by producing an 
inferior article at lower cost. To prevent the industry from 
falling into disrepute because of poor quality, the association may 
then take action against deterioration. Thus there may be 
regulation of quality in either direction, but it is not evident that 
either is of outstanding importance in cartel operations. When 
the prevention of poor service is stressed, this is usually with the 
implication that the dangers arise from competition, not from 
combined action. This is particularly true of professional and 
semi-professional bodies seeking to reserve some field for those 
with certain qualifications. 


1 £.g., before the 1919 Committee on Trusts. 

* With completely standardised products and firms having similar demand 
and cost schedules, it will simply be required to impose quotas yielding marginal 
revenues equal to marginal costs. 
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An advantage of quantitative regulation as such is that it 
allows account to be taken of the varying circumstances of 
different firms, at least in so far as those differences exist at the 
base period upon which the quotas are founded. Equal sharing 
of the market is one possible solution, but it has not the over- 
whelming advantage in this connection that a single uniform 
price has for the other type of control. The more efficient firm 
can be allowed to sell more, perhaps at lower prices.' In a trade 
comprising widely scattered firms serving mainly local customers, 
those with lower costs can charge lower prices (at works) and an 
added charge for transport will protect the higher-price producers. 
Alternatively, they may impose the necessary restraint upon 
their sales by announcing a limited area for free delivery. When 
the products of different firms sell in the same territory, a degree of 
dissimilarity will give some protection to those charging higher 
prices. The trouble is that relative efficiency changes and, 
although provisions for altering quotas are often included in the 
constitutions of associations,” they are difficult to negotiate. The 
progressive firm which could lower its cost more than others if it 
was allowed a larger share of the market must always have a hard 
task to prove its right to upset the status quo. True, a firm is 
often allowed to exceed its quota on payment of a fine, or to buy 
the quota of a less enterprising member, so that there is scope for 
continuous, as distinct from periodic, redistribution of sales. 
Nevertheless, there remains an obstacle to the growth of firms 
that have not reached maturity at the time when the association 
is founded, and a consequent tendency to preserve the original 
set-up. Where, as in mining, the growth and decay of under- 
takings is an important natural characteristic, this is particularly 
objectionable. In its extreme form it becomes a claim that any 
firm established in an industry has a right to continue in it and to 
be protected against other members and newcomers. This helps 
to explain why so much attention is often devoted to making 
assurance doubly sure by controlling both prices and output, as in 
our coal marketing scheme. 

xX 

Up to the present no account has been taken of the possibility 
that individual firms or the group as a whole may wish to charge 
more than one price. If there has been such discrimination before 
the inception of combined action, different firms may be presumed 


1 Also, there may be a wish to allow individual firms to charge discriminating 
prices, e.g., in the home and foreign markets. 
2 F.g., every five years in cement. 
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to have practised it in different ways, some, perhaps, not at all. 
The group is likely to aim at an approach to uniformity. This 
may take the form of prescribing a single price—a probable policy 
where, for example, producers are geographically scattered and 
discrimination has been due to the greater degree of competition 
on the borders than at the centres of the territories of the 
respective firms. It should be borne in mind, also, that, as 
combined action is so often influenced by a concept of fair prices 
on an average basis, there is a natural antipathy to the low prices 
that tend to be charged in the more elastic parts of the market. 
This attitude may be opposed by the most enterprising firms. In 
addition, the association has an interest in building up a sort of 
collective good will, including a feeling of fairness on the part of 
its customers, with an eye on their long-run patronage. The 
exploitation of particularly inelastic demands by charging high 
prices or giving poor service where the customer has no alternative 
source may seem a little disreputable and dangerous. 

However, we must obviously not infer that associations 
necessarily set their faces against price discrimination. There is 
plenty of evidence that they not only tolerate it, but make it 
possible or even obligatory. Where concerted action is more 
influential in one part of the market than another, it is a direct 
cause of that unequal elasticity of demand which is the basis of 
discrimination. Moreover, a group can often guard against the 
substitution of low-priced for high-priced units more effectively 
than an individual firm, so making the division of the market 
more lasting. The outstanding case here is the cartel with a firm 
hold on the home market, but no direct influence abroad. Many 
countries, including our own, have afforded numerous instances of 
associations with higher prices for home than for export sales. 
Though it might be difficult to prove in any particular case, there 
is no doubt that in the absence of concerted policy there would be 
uniform prices in many of these markets, after allowing for 
transport costs. Within the area covered by an association, 
elasticity of demand generally varies, sometimes in a way allowing 
the market to be divided. In different districts there may be 
unequal readiness on the part of consumers to substitute other 
products which are not under control—as when residents in more 
prosperous areas use their cars more when public service vehicles 
raise their charges. Or there may be varying amounts of danger 
from dissident makers or potential makers of the product under 
consideration. When we consider plurality of uses, as in the case 
of road haulage, it may still be possible to view the situation in 
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terms of uncontrolled outsiders, though now they are labelled as 
belonging to another “industry.” If, for example, hauliers are 
willing to abandon internecine competition and so make the 
demand for the services of each less elastic, the effect of this will be 
less in classes of goods where railway competition remains 
effective. Widening the agreement to include railways would 
clearly point to a change in the structure of discriminating prices, 
not just an all-round rise. This point of view, however, should 
not be pressed too far, as there are cases where no identifiable 
competitor is in question. For instance, bulky and heavy goods 
would show greater elasticity of demand in relation to the charge 
per vehicle-mile or ton-mile even if there were no alternative 
means of transport. Then again, a group, taking a very long view, 
may wish to encourage some rather remote use of its product, and 
therefore make a specially low price where a single firm would not 
think it worth while. Arrangements to market fighting brands, 
and to conduct temporary local price wars display some of these 
factors in an extreme form. In addition, they show the desire to 
strengthen the association as a separate reason for discrimination. 

Thus the relation between concerted action and price 
discrimination is highly complex, and the formulation in general 
terms of the most usual or most rational policy correspondingly 
difficult. With the possible exception of Germany, it is probably 
safe to say that cartels allowing or enjoining discrimination favour 
a few prices only,! thereby coming into conflict with members 
whose special position or ingenuity makes them favour more 
elaborate arrangements. A majority with limited views must be 
ready to make some concession to strong firms seeking to pioneer 
fresh uses of their products or sales in new areas. It seems 
impossible to gain any clear conception of the precise grounds 
upon which those in control decide how many prices should be 
established and at what level they should be fixed; and he would 
be a rash economist who recommended any one policy as uniquely 
correct. The technique so well exhibited by Mrs. Robinson ? 

1 This need not be so where quotas only are fixed, as the governing body can 
then allow discrimination without specifying any prices. The characteristic 
type of discrimination in local markets may be found in spite of the tendency of 
cartels to check borderline competition. A firm whose local sales fall far below 
its quota and are thought to be inelastic may charge less at the competitive 
boundary than near the source. However, the association will object to this if it 
believes aggregate demand in the competitive zone to be at all inelastic, preferring 
to give compensation for shrinking sales. This was probably one of the main 
reasons why our coal marketing board proceeded from quota fixing to the 


establishement of minimum prices. 
2 The Economics of Imperfect Competition, Book V. 
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must seem far too theoretical and, to be properly applied, requires 
information about elasticity of demand and other matters which 
is never available. On the other hand, reliance on average total 
cost is no longer even a plausible expedient. Where most costs 
can be separated, as when lorries on each journey carry only one 
type of goods, the cost of service. may be used as the chief basis, 
with a percentage addition for common costs such as office 
expenses and the annual licence; but this is only a very rough- 
and-ready device and is hardly true discrimination. One suspects 
that much of the price structure maintained by associations can 
only be explained by what happened to exist at the time of their 
formation.! This naturally becomes progressively more and more 
out of date. Governmental and quasi-political pressure, however, 
is frequently an important modifying factor, to which associations, 
especially those with a special reason for seeking to avoid 
unpopularity, pay more attention than private firms for which 
mere profit-seeking is accepted as natural. Consequently 
“pressure” groups are important in relation to trade associations 
as well as to governments,” and the level of some prices cannot be 
explained without taking them into account. 


XI 


It has so far been implied that combined action tends to 
restrict production in one way or another; but there are circum- 
stances in which the opposite is true. Obviously an association 
which runs a joint research station or buys in bulk for its members 
may achieve large-scale economies. It may give members a more 
exact idea of the elasticity of demand, perhaps by establishing a 
definite market research department, but perhaps merely by the 
light which is thrown by general discussions of selling policy. An 
important new factor arises where there is a substantial element of 
oligopoly, for then an individual producer may be strongly 
deterred from cutting a well-established price by the fear of violent 
reactions by his closest competitors. Should all firms be affected 
in this way, they may be inhibited from making price reductions 
when these might seem to be justified by technical progress or a 
more favourable view of general market conditions. This 
difficulty can be surmounted by an agreement to lower prices.® 


1 E.g., the Milk Marketing Board. 

* This was very noticeable in the discussions about the ‘‘square deal” in 
inland transport. 

’ Mr. Steindl’s view that “Oligopoly power will tend to increase price, and 
therefore sales, in proportion to cost’’ seems to relate to “price leadership” 
rather than true oligopoly. Small and Big Business, p. 19. 
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The defenders of cartels often contend that a trade or profession 
can be conducted more cheaply or give better service if there are 
restrictions of a sort going beyond the usual legal safeguards 
against fraud. In services such as those of ocean liners and 
motor coaches, the time-table as a whole plays a part in giving 
scope for the earnings of each separate unit. If no service 
exists, anyone trying to run a new ship or coach would not easily 
find customers, and his prospects at busy periods will be much 
improved if existing suppliers have attracted clients by 
establishing a comprehensive time-table. If then “pirate” 
competition so reduces earnings at peak periods that no one can 
afford to run at slack times at standard rates, the time-table might 
disintegrate and the service become either less satisfactory or 
dearer or both. Restriction of ‘“ pirates ” could then be held to 
be in the interests of the consumer. Very often the argument is 
based on equity, on the ground that building up the business has 
involved losses and that the existing firm or firms should be 
considered to have a sort of good will in the service as a whole. 
In so far as this is an argument from “ by-gones,” it is not 
conclusive, as present suppliers may have bought the under- 
takings cheaply from those who incurred the pioneering losses. 
Where, however, there are liable to be continuing losses in parts 
of the market which it is undesirable to abandon and where 
co-ordination of service in the market as a whole is beneficial to 
the consumer, restraints upon interlopers appear justifiable. 
Unless there are strong arguments for completely unified 
management, as there may be in regard to local bus services, 
devices for barring out competitors are suspect if there are 
not also arrangements allowing new entrants on equitable terms 
when profits are high. Although the admission of outsiders 
to cartels is a common’ phenonemon, this is usually a sign 
of miscalculation rather than part of the agreed plan—highly 
remunerative prices have stimulated outside sources of supply 
and, once these are well established, possibly in the teeth of 
strong measures by the cartel, the latter deems it prudent to 
admit the interlopers and bring them into the general scheme of 
control. 

Something like free entry on fair terms may often be allowed 
when concerted action relates to a somewhat similar problem, 
namely, the provision of a market at the common cost of the 
sellers. The members of a stock exchange, for instance, may 
claim that, by providing facilities for large dealings at any 
moment and a continuous flow of information on prices, etc., they 
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are aiding, perhaps even making possible, the business of outsiders. 
The latter can therefore be regarded as competing unfairly, since 
they do not share in the common expenses, and measures to 
obstruct their activities may be considered justifiable. This may 
be admitted, provided that there are arrangements for allowing 
newcomers to enter the trade on reasonable terms. Naturally, 
however, there is plenty of room for disagreement as to what is 
reasonable in this connection. At all events, it is possible that 
devices which at first sight appear restrictive may in the long run 
enable the community to enjoy better service, as the unlimited 
growth of outside dealings would eventually impair the efficiency 
of the central market. 

What are we to say of the contention that some degree of 
security and stability is necessary to the proper fulfilment of 
productive functions? This is likely to be combined with the 
view that profit is not the sole motive : that the desire to perform 
a function well is often an important or even necessary part of the 
motives for work. This line of defence certainly seems reasonable 
in the case of some professions. A doctor may well be prevented 
from giving his best service if he has to be constantly on the alert 
to meet price-cutting or advertising campaigns by his competitors. 
Even if his patient was in a position to bargain with him on equal 
terms, this might take up so much time and generate such an 
attitude that the treatment would be impaired. Agreed charges 
may both save time and raise the quality of the service. Possibly, 
also, the need for some security as to the amount of available work 
justifies the use of necessary qualifications as a means of 
restricting entry as well as to ensure that newcomers are properly 
trained. At all events, they have the advantage of preventing 
sudden and disturbing influxes. 

In ordinary industry and trade, however, the claim that 
security is necessary to efficiency and promotes cheapness in the 
long run is much more doubtful. The biggest capital outlays are 
required for novel ventures, and in the nature of the case security 
cannot be guaranteed there, save in certain respects by means of 
patents. If entirely new blood is needed in old-established 
industries, action by the old hands is not the most hopeful way of 
obtaining it. If established firms need large amounts of capital 
for re-equipment, the formation of a cartel might help by making 
existing profits larger and future profits more reliable; but to 
accept this as a general justification for restrictive practices 
would be to provide excellent cover for a multitude of sins.’ 
1 There are more direct methods, such as loans guaranteed by the State. 
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Much use has been made of the argument that an unremunerative 
industry, through neglecting replacements and eventual bank- 
ruptcies, may shrink so much that consumers will in the end lose 
more by high prices than they at first gained by cheapness; but 
it seems that, were this an important factor, more conclusive 
evidence should be available. There remains the possibility that 
some restraint upon competition may facilitate the recruitment of 
staff, such as eminent scientists and labour managers. 


XII 


Apart from a reference to research and to the possible 
improvement of sellers’ knowledge of their marginal revenues, 
account has not yet been taken of combined action to prevent the 
evil effects of ignorance. Experience may support the claim of 
the majority to clearer understanding than the newcomer or the 
more headstrong existing producer, and many “ trade practices ” 
can be defended on this ground. They are closely allied to cartel 
regulation of quality which has already been discussed, but are 
now envisaged, not as supporting price regulation, but as 
restraining short-sighted and other ill-judged action. As already 
indicated, where price competition is free, they should not be 
regarded as substantially restrictive, except to the extent that 
they prevent fully enlightened buyers and sellers from doing what 
they wish.2, Among the points upon which the inexperienced are 
particularly likely to err is the estimation of the speed with which 
the competitive advantage of new devices will be lost by their 
general adoption. Many customary restraints upon the services 
to be given the facilitating of sales and forms of advertising in 
general are grounded on either the belief that the benefit is not 
commensurate with their cost or the view that any gain to the 
individual firm would be mainly at the expense of other members 
of the group and will be quickly lost as the latter follow suit. 
Regulation of credit, guarantees, discounts, coupon and gift 
trading no doubt deprive consumers of some real benefits, but 
also save much waste. Some attempts to fix prices and margins 
arise from the fear that wear-and-tear and other of the less 

1 Impartial committees of enquiry have attached weight to this argument. 
It caused the Food Council to mitigate its criticism of arrangements for cutting 
off supplies of flour from bakers selling below agreed prices. The Agricultural 
Register, 1937, pp. 98-9. 

2 As prices are seldom completely flexible, it is rare for the prevention of an 
improvement to be exactly balanced by a price lower than would otherwise have 


ruled, so that there is usually some benefit to the producer at the expense of the 
consumer. 
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conspicuous costs will be under-estimated by some producers." 
No doubt there is justification for the contention that the 
benefit of such measures is often not confined to the producers 
immediately concerned. 


XIIl 

The allegation that unfettered competition is “ cut-throat ” 
has greatest justification when prime costs are exceptionally low 
in relation to supplementary costs. This characteristic is most 
marked where labour is wholly or mainly an “ overhead.” The 
peasant proprietor may have no hired labour to dismiss and may 
find it impossible to obtain alternative occupation for himself and 
his family for a few months or a year when the price of his usual 
product is low. Moreover, a permanent change may be almost as 
difficult to effect. If most producers are in this position and have 
a very inelastic demand for income, we find that output is 
maintained or even increased when prices fall. Their own health 
may suffer; they may have to neglect necessary maintenance 
expenditure; and, when the opportunity for remunerative 
expansion comes, they may be too short of cash to take advantage 
of it. Here perhaps is a case where the consumer loses more in 
subsequent high prices than he gains by temporary cheapness. 
However, voluntary cartels are difficult to organise under such 
conditions, if only because producers are very numerous, so that 
government action is invoked, as in connection with currants, 
cotton, wheat and many other crops. In connection with larger 
undertakings, hired labour may be difficult to dismiss for short 
periods, sometimes because, as in much overseas mining, it has 
been brought from a distance and is regarded as the responsibility 
of the employing firms. The absence of unemployment benefit, 
with the consequent tendency of dismissed workers to riot or 
drift away, has something of the same effect. Heavy fixed costs 
on account of plant and other factors may contribute to this 
situation, but by themselves they probably never cause prime 
cost, whether average or marginal, to be only a small fraction of 
full long-run cost, unless they also prevent competition, through 
the economies of scale. The comparative fewness of undertakings 
makes voluntary action easier and it has often succeeded, for a 
longer or shorter time, in preventing price from falling with marginal 
prime cost when demand has shrunk, as in copper mining. It 
should be added, however, that the really strong case against laissez- 


? On uniform cost systems to prevent wrong accounting, particularly the 
under-estimating of cost, cf. Burns, op. cit., p. 48. 
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faire rests on the supposition that producers will cling tenaciously 
to the trade, because otherwise the departure of some will ease the 
pressure on the rest. Also, the absence of long-period speculation 
by merchants is assumed. Short-period speculation, with elastic 
expectations, may aggravate the trouble. When there are heavy 
costs of not producing, owing to the need for maintenance 
expenditure, true prime cost in relation to reductions of output 
may be very low, although in relation to expansion it is high 
enough to allow several competing firms to co-exist. Then 
conventions against “spoiling the Market” may serve a useful 
purpose by preventing the violent price-cutting which might 
permanently damage the trade, assuming that demand is for 
the time being inelastic. 


XIV 


The foregoing paragraphs obviously do not constitute an 
exhaustive account of the influences which concerted action may 
exercise upon price and output policy. It is submitted, however, 
that they remove any possibility of doubt regarding the 
importance of such action. It is therefore surprising and 
regrettable that the theorists of imperfect competition have given 
this matter so little attention. The voluminous discussions to be 
found in more descriptive works are on the whole conducted on 
lines which do not make it easy to add useful conclusions to the 
body of theoretical analysis. 

It may be objected that the results here offered are largely 
negative, emphasising the impossibility of reducing to a few 
simple patterns the manifold activities of cartels and similar 
organisations under an immense variety of different circumstances. 
Economists naturally do not like indeterminateness, but it meets 
us at every turn. All that seems possible is to suggest some of the 
more likely influences which will be exerted and produce results 
under circumstances which we may expect to meet. We may 
conclude with a high degree of confidence that for the most part 
the tendency of combined action makes output less and prices 
higher than they would otherwise be. 

Moreover, important conclusions may follow even from mainly 
negative results, and one appears to emerge quite clearly, namely 
the impossibility of achieving a theory of imperfect competition 
which is both precise and realistic. By making highly specialised 
assumptions one can elaborate a technique of analysis which 
seems to yield very definite, elegant and significant results; but 
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the degree of abstraction must be such that at the best we can 
only build up a large number of models which are really special 
cases to be found more or less frequently—some, perhaps, not 
at all—in the actual world. When it tries to be elaborate and 
precise, the analysis of imperfect competition can be only a little 
more realistic than the older treatment of perfect competition, 
and it suffers severely from the lack of generality. Consequently, 
attempts to substitute the one for the other must be deprecated. 
There remains a strong case for retaining competitive analysis as 
the foundation of our theory. 
E. G. DowDELL 
St. John’s College, 
Oxford. 


No. 230—vou. Lvmi. 

















A NOTE ON THE WORKING OF RUBBER 
REGULATION 


CERTAIN points in Mr. P. T. Bauer’s article on the working of 
Rubber Regulation appear to call for further comment.! No 
student of the rubber industry or of restriction in general can 
neglect Mr. Bauer’s penetrating analysis of rubber statistics,” but 
his article in this JouRNAL, obviously written with considerable 
feeling, does less than justice to those who administered the 
Rubber Regulation Scheme. This note deals, as briefly as 
possible, with: the elasticity of supply by small-holders, the 
transfer of quota rights, the degree of restriction when quotas 
were 100%, the replanting provisions of the scheme, and the 
general questions of equity and political morality which are 
implied. 

1. Mr. Bauer demonstrates conclusively that the elasticity of 
supply from small-holdings is greater than that from estates. 
From this evidence he attempts to discredit the view that the 
Malay peasant’s elasticity of demand for income in terms of effort 
islow. That, however, is a very different matter. The elasticity 
of supply of rubber depends, so far as labour is concerned, on the 
work done by each rubber-producer and also on the numbers 
engaged in producing rubber; and it is the latter that is important 
for small-holders’ rubber production. With improved real income 
the Malay small-holder has a strong tendency to demand more 
leisure; this (analogous to an “income effect’) is entirely 
appropriate in a simple rural environment in tropical conditions; 
but there is a large amount of transfer of labour from other uses to 
rubber (a “ substitution effect ’’) as the price of rubber-labour 
rises. In Sumatra, the elasticity of supply was due to transport 
costs and the real and money costs of securing enough labour on 
the remoter holdings. Mr. Bauer’s analysis of the special export 
tax obscures this by assuming constant transport costs, but in 


1 P. T. Bauer, ‘‘ The Working of Rubber Regulation,’”? Economic JouRNAL, 
1946. 

2 Cf. P. T. Bauer, ‘‘ Rubber Production Costs during the Great Depression,” 
Economic JouRNAL, 1943; ‘‘Some Aspects of the Malayan Rubber Slump 
1929-33,” Economica, 1944; ‘‘ The Economics of Planting Density in Rubber 
Growing,” Economica, 1946; ‘‘ Future Competition between Natural and 
Synthetic Rubber,’’ Manchester School, 1946. 

Another article by Mr. Bauer, ‘‘ Malayan Rubber Policies,’’ Economica, 1947, 
is not discussed in this note. 
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another article? he admits that this is the explanation. In 
Malaya, such elasticity as there was, was mainly due to transfer to 
rice-growing and miscellaneous production. This takes place 
partly because small-holders often have a mixed holding and can 
switch their labour in some degree; partly because at higher 
prices labour will be attracted by an offer of sharing the proceeds 
of the holding, more trees being tapped than before; while at 
lower prices it will not be attracted. Outside labour will often 
share the proceeds on equal terms with the owner, the latter being 
compensated by doing less work; a clear instance of a low 
elasticity of demand for income in terms of effort on the part of the 
small-holder. 

2. Quota rights were transferred indirectly from small-holders 
to estates, through dealers buying coupons from the one and 
rubber from the other during the years of low quota releases. Mr. 
Bauer does not set out the facts in a single table but in two, on 
different pages; and he describes the net transfer as “ about five 
per cent of the total quota.” The remaining references to these 
transfers are all in footnotes. In fact, however, Mr. Bauer’s own 
figures show that in 1938 and 1939 small-holders as a whole 
transferred about one-sixth and one-seventh respectively of their 
quotas to dealers buying estate rubber. The explanation of this 
transfer appears to be that marginal costs rise much more steeply 
for estates than for small-holdings in the neighbourhood of 
capacity production, and are well below them at small outputs. 
One day’s tapping produces very considerably more rubber on 
an estate than on a small-holding, and there are fewer obstacles to 
the small-holder finding other sources of income by transferring 
his labour. The transfer of quota rights reflects the fact that 
resources are more specific in the production of rubber by the 
estate method, than in its production on small-holdings. Mention 
may be made at this point of Mr. Bauer’s suggestion in another 
article that the costs of the small-holder are “ nil or almost nil.” # 
This remark might be appropriate in the mouth of a rubber- 
planter fearing the imminent loss of his job, or a rubber share- 
holder foreseeing the onset of years of low profits. But in the 
writings of an economist they give a false impression. Mr. Bauer 
is, of course, aware of the difference between cash costs and supply 
prices. But one would expect a problem like this to be treated in 
terms of opportunity costs. From the article in question one 
might almost derive the impression that if a peasant did not pay 


1 Op. cit. (Manchester School). 
2 Op. cit. (Manchester School). 
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costs in cash he was unaffected by either the level of wages or the 
prices of alternative crops or consumption goods. He quotes a 
pre-war supply price of 4d. to 5d. and claims that there is no reason 
why the supply price should be substantially different now— 
actually he allows $d. for difference in freight ! 

The peasant, like anyone else, demands money for what it will 
buy; it affects his behaviour, like those of other people, at various 
margins: substitution of leisure for work, of paid employment 
for work on one’s own account, of one crop or district for another, 
and the like. Very few of the things the peasant buys or sells are 
less than twice their pre-war price, and many are far higher. If 
his supply was elastic before the war it is likely to be elastic now 
for the same reasons. Neither Mr. Bauer nor anyone else has 
investigated in any detail the transfer of time and effort between 
rubber-growing and other occupations : but one would expect a 
supply curve, in real terms rather than in money terms, not very 
dissimilar from the pre-war one. In money terms that would 
probably not be less than three times as high for any given output. 
Now Mr. Bauer has been deliberately conservative in his estimates 
of increased capacity on small-holdings and it would be folly to 
assume that a long-run price of 1s. 3d. would be necessary to call 
forth the three-quarter million tons from small-holders that he 
estimates. But this is a far more reasonable figure than 5d. 

Detailed knowledge of the process of substitution is necessary 
to solve this problem accurately. But the main questions are 
these : How does a small-holder’s output per day compare with 
that of a paid tapper? How much lower standard of living will 
he accept than a paid tapper? Is he less or more able than a paid 
tapper to shift to alternative occupations? These are the factors 
that affect opportunity costs at the margin of transfer. 

The output per tapper on small-holdings is, very roughly, 
half that on estates,’ the number of trees tapped being about the 
same per man per day,” the number of trees per acre about three 
times, and the output per acre not more than half as much again. 
On the other hand, the small-holder is accustomed to a rather 
lower standard of living. The critical point is transfer between 


1 Cf. P. T. Bauer, op. cit., Economica, 1946. 

2 Evidence on the comparative numbers of trees tapped per hour is not 
available, and many of the smallest holdings are tapped by women working part 
time. (The typical Malay holding is only about three acres.) The Enquiry into 
Bark Consumption quoted by Mr. Bauer gives numbers of trees tapped that tally 
with estate practice, but this may be due to limitations imposed by the size of 
holdings. The number of trees tapped per man per day is certainly more variable 
than on estates, but there is no reason to suppose that it is greater, on the average. 
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occupations : on this it is at least known that a very large number 
of small-holders have mixed holdings and a very variable labour 
force, while the estates are far more specialised to one occupation. 

The supply price of the estate depends on marginal costs, 
which are in the main tapping costs. Supervision charges are 
costs, but they hardly affect the margin of production and are, as 
Mr. Bauer himself has shown, adjustable to changes in price.} 
In other expenses—preparation and marketing—estates have an 
advantage, at the margin, over the small-holder. 

All this suggests that, at outputs below full capacity, marginal 
costs fall much lower and much more steeply for estates than 
for small-holders; though if prices fell to these levels heavy 
capital losses would be incurred by estates. 

3. The administrators of Rubber Regulation are taken to task 
for ignorance of economics, because they failed to recognise that in 
1940-41 output was still being restricted though the quota was 
100%. Mr. Bauer points out that the price of coupons was still 
positive and that this proves that restriction was still going on. 
By this he may mean to imply either that a positive price proves 
the existence of buyers of coupons, or that it proves that the 
coupons which buyers were willing to take exceeded those which 
sellers would have been willing to offer at a nominal price. If he 
means the former, this is evidence only that there were some 
people who could produce more than 100% if others produced 
less; it does not prove that the total production could exceed 
100%; and presumably no one, not even Government servants, 
ever doubted that with unlimited labour and supplies some 
producers could exceed their standard output. If the argument 
is based on the deficiency of sales of eoupons, a possible 
explanation fully in accord with what we should expect from 
economic theory, is that labour was scarce and that some small- 
holders were able to secure it at a higher wage than estates and 
still sell ‘‘ uncouponed ” rubber at a price that left the dealers a 
profit on buying quota rights. It is possible that in the absence 
of restriction wages would have risen rapidly, because estates, 
being unable to sell their quotas, would have struggled harder to 
retain their labour; this would have reduced profits both of 
estates and of small-holders; but since the estate yield per tapper 
is greater, the rubber would have been produced on estates, not on 
small-holdings. The chief factor depressing wages, however, was, 
as Mr. Bauer himself indicates, the estates’ lack of inducement to 
produce to the full, owing to 100% E.P.T., and to the possibility 


1 Op. cit., Economic JouRNAL, 1943. 








































232 THE ECONOMIC JOURNAL [JUNE 


of replanting for the future without loss of quota rights. It is 
probably true that maximum production of rubber was not 
achieved in 1941; but this was a result of E.P.T. and sticky wage. 
rates leading to uneconomic use of limited resources, rather than 
to any serious restriction at 100% quota. 

4. The replanting provisions of the Regulation Scheme 
probably were, as Mr. Bauer indicates, unfair to small-holders. 
But his insinuation of Machiavellian wickedness on the part of 
the rubber estates and Governments concerned seems at least 
exaggerated. Any restriction scheme must make technical 
progress more difficult, by removing the pressure of excess 
capacity on inefficient producers. Moreover, since technical 
progress must add to productive capacity per unit of factor, 
restriction must involve elimination of some factors. The 
market eliminates by competition; restriction must eliminate on 
some basis of equity which can command general assent. Ideally 
the best method of allowing replanting would probably be to 
permit any assessed producer in any one year to cut out a certain 
proportion of his rubber and secure in exchange the right to plant 
an area having the same standard yield : a right which would be 
transferable for cash. This would ensure that estates planting 
with high-yielding material could only plant the same area as 
before if they bought replanting rights from others who were 
prepared to transfer to other crops. There can be little doubt, 
however, that such an economically rational scheme would lead to 
production on estates at the expense of small-holders, at least as 
much as the actual scheme. Small-holders, however, would then 
receive more compensation in cash for their rights. Under the 
actual scheme the long-run result would have been similar, but a 
formally equitable scheme deprived the small-holders of part of 
their rights. It is arguable that, since either competition or an 
economically rational replanting scheme would eliminate the 
small-holders with their higher marginal costs, they should be 
reckoned as inefficient producers and receive no compensation. 
This argument is probably not sound, for it ignores the greater 
capital losses to estates than to small-holders in the course of 
competitive elimination. But it is surely an argument that could 
be maintained in good faith. 

The technical fact that replanting of a small percentage is not 
possible for a small-holder is not formally a valid objection to the 
Regulation Scheme’s replanting provisions. For small-holders 
wishing to replant with high-yielding material could have secured 
the same results by pooling their holdings. This was not practical 
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politics; but it could probably have been achieved at least in 
some areas, through co-operative societies if the small-holders had 
in fact been keenly interested in replanting with the best possible 
material. To allow estates and small holdings in Sumatra, where 
land is abundant, to “replant ”’ by cutting out one area and 
planting another, without any provision for selling replanting 
rights between different countries, would be clearly unfair to the 
older, more settled areas in Malaya, without having any obvious 
economic justification. In practice replanting rights were 
transferable in Malaya and any small-holder willing to take the 
risk on his capital could have replanted his whole holding. Mr. 
Bauer’s criticism therefore reduces to a complaint that the 
Regulation Scheme did nothing to offset the superior capital, 
knowledge and initiative of estates. But these would have 
given the estates the advantage in a process of elimination by 
competition also. 

5. Anyone with any experience of the working of the estate 
rubber industry during (and since) the war will sympathise with 
Mr. Bauer’s feeling about the allocation of quota rights. More- 
over, some injustice was certainly done to small-holders, though 
the under-assessment in particular cases which he quotes! was 
probably due not to bad faith but to a genuine tendency to apply 
estate standards (based largely on yield per tree or per tapper) to 
small-holdings where they did not apply. Mr. Bauer himself has 
shown that the optimum density is not the same for estates as for 
small-holdings; and anyone assessing a plot planted in a way 
which would probably land an estate in bankruptcy would almost 
inevitably give it a low assessment. This is clearly a fault that 
analysis like Mr. Bauer’s will help to remedy. - 

His article, however, suggests an answer which will not be 
generally acceptable, to the question how quota rights should be 
allotted between producers with different elasticities of supply. 
The Regulation Scheme was based on capacity without any clear 
reference to price ; but so far as any price was contemplated it was 
(if we may judge from the figures) the price prevailing just before 
the speculative effects of restriction made themselves felt.2 Mr. 
Bauer’s article assumes, without argument, that capacity is to be 
estimated with reference to the anticipated price under restriction. 
Where different producers have different elasticities of supply a 


1 Op. cit., Economica, 1946. 
? Even on this basis there was probably some under-assessment, especially 
if allowance is made for the new rubber coming into tapping on small-holdings 
in 1934. 
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fair allocation is difficult. Presumably, however, a high elasticity 
means that the factors are less specific; which would mean that 
such producers lost less by diverting their factors of production 
elsewhere. Society would also lose less by the restriction if 
unequal allocation or transfer of quota rights led to the use of 
transferable resources in other industries wherever possible. It 
is therefore desirable that, under restriction, production should be 
carried on by those with low marginal costs; for rubber, this 
means, in the main, the estates. If this is accepted the question 
of equity becomes one of haggling over terms of compensation. 
The quotas initially allotted will determine the supply and 
demand in the coupon market and so the amount that the low- 
elasticity producer has to pay to the high-elasticity one. This isa 
problem in bilateral monopoly with no economically rational 
solution. The best terms the small-holder would be likely to get 
in free negotiations would be a quota based on output at the full 
restricted price; the worst terms he would be likely to accept 
would be one based on the price without any restriction.! Since 
the small-holder has less to lose, his bargaining power, based on a 
threat of non-co-operation, would be fairly strong; but if this 
basis is admitted it would appear logical to admit also the use of 
wealth and size to obtain political power. 

If we must justify restriction schemes in times of depression, 
the justification would run in some such terms as these: with a 
commodity which has a high income-elasticity of demand and a 
low price-elasticity, it is possible, by monopolistic action, to levy 
a tax in times of depression on those consumers who can best 
afford to pay. This tax can be used for two purposes: to 
maintain capital values which, in face of an inelastic supply, would 
fall so far as to endanger confidence and financial stability ; ? and 
to set a limit to deflation by.paying factors to remain unemployed.’ 

This justification is unlikely to appeal to economists. It 
shows up too clearly the fundamental irrationality of the principle 


1 Mr. Bauer gives a concrete figure of £10 million (now raised, in Economica 
1947, to £12 million) for the loss inflicted on small-holders by under-assessment. 
It is important to emphasise that the standard of reference in this figure is nota 
fair bargain, such as might have been concluded by, say, a well-organised small- 
holders’ association, but an allocation such as it might reasonably have taken as its 
starting-point in negotiations. It is the figure not cf an assessor but of an ad- 
vocate. Like most economists, I take the same side as Mr. Bauer in this case 
(though not in his most unfair attack on the Rubber Research Institute); but 
the place to state such a case is not a technical journal. 

* Cf. K. Boulding, ‘‘ In Defence of Monopoly,’ Quarterly Journal of Economics, 
1945. 

* Cf. J. R. Hicks, Value and Capital, Chap. 21, section 7. 
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of economy in a period of falling prices and capital values. But it 
is hardly possible to do better; at worst this argument may make 
restriction appear a lesser evil. The argument shows, however, 
that the maintenance of capital values and the subsidisation of 
unemployment are competing uses for a given fund. Having 
dirtied our hands so far, let us see if we cannot use them in helping 
to divide the spoils on some other basis than that of naked power. 

The administrator who apportions quotas must try to avoid 
the two inequitable extremes: on the one hand, bankrupt estates 
and bank failures, with a class of small-holders becoming pensioned 
parasites on the other classes through lack of incentive; and on 
the other—what? Unjustified prosperity in the estate rubber 
industry and small-holders driven by adversity to grow their own 
rice, to fish, or to force wages down by seeking other work. Both 
these extremes have been, in the main, avoided. But is it 
altogether extraordinary that an administrative class, racially 
akin to most estate owners and with a genuine desire (ill-suited to 
our wealthy and decadent capitalism) to see the Malay peasant 
self-sufficient in food production, should deviate a little towards 
the latter inequity ? And has the deviation in fact been so great 
as Mr. Bauer’s articles would suggest ? 

T. H. Smtcock 


Raffles College, 
Singapore. 











A REJOINDER 


I SHALL endeavour to reply to Professor Silcock’s points in the 
order set out by him. 

1. Professor Silcock accepts my view that the elasticity of 
supply of rubber from small-holdings is greater than it is from 
estates, but goes on to say that ‘“‘ From this evidence he attempts 
to discredit the view that the Malay peasant’s elasticity of demand 
for income in terms of effort is low.” I have not attempted to 
do this and do not know on what evidence Professor Silcock 
ascribes this view to me. I substantially agree with Professor 
Silcock’s analysis of this matter; indeed his approach is largely 
similar to my own.! 

Professor Silcock is, however, right in his criticism that in 
my discussion of the operation of the special export tax in the 
Netherland East Indies in 1934-36,? I assumed constant transport 
costs and other incidental expenses at a time of widely varying 
net returns to producers. This point was not overlooked; indeed 
the plasticity of costs and even of supply prices has been a topic 
of much interest to me. But to allow for this factor would have 
required the calculation of expenses at different rates (probably 
expressed as percentage of the f.o.b. price, or of the return left 
to the producer), which would have greatly complicated an already 
very cumbersome and complex calculation, which was much 
more detailed than the calculations of the burden of the tax 
adopted by the N.E.I. authorities or by the International Rubber 
Regulation Committee. I therefore adopted a constant figure 
for transport and other expenses based on contemporary estimates 
by Dr. Whitford and by the N.E.I. authorities; this procedure 
exaggerates the burden of the tax at a period of high rates and 
low prices and understates it in converse circumstances. I do 
not think that the calculation (which was admitted to be very 
rough in my article) of the general burden of the tax is greatly 
affected, but I accept that this simplification ought to have 
been stated clearly. 

2. Professor Sileock reviews in very simple terms the basic 


1 £.g., ‘‘ Some Aspects of the Malayan Rubber Slump,’’ Zconomica, Nov. 1944 
and ‘‘ Future Competition Between Natural and Synthetic Rubber,’’ Manchester 
School, May 1946. The matter is discussed more fully in a forthcoming book on 
the rubber industry at present in the press. 

2 “ The Working of Rubber Regulation,” Economic Journat, Sept. 1946. 
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reasons underlying the transfer of export rights from small-holders 
to estates in Malaya in 1938 and 1939. I completely agree with 
his analysis, both of the mechanism and of the reasons for the 
transfers, which accord closely with my own observations. But 
I do not see its relevance. I referred to the transfér of rights in 
order to emphasise the obvious argument (with which Professor 
Sileock appears to be in agreement)! that the small-holders were 
under-assessed compared with the estates, and that the striking 
reversal in the relative production figures, whether of total output 
or of production per mature acre, after June 1934 could not be 
attributed to heavy sales of rights by small-holders to estates. 
As Professor Silcock admits, there were no net sales of rights in 
either direction during 1934-37; there were such sales from 
small-holders to estates in 1938 and 1939 (for the reasons set out 
by Professor Silcock which I did not mention as they do not appear 
to be relevant) and from estates to small-holders in 1940 and 1941. 
It is clear both from Professor Silcock’s note and from my article 
that the sales of rights in 1938 and 1939, the fifth and sixth years 
of regulation, cannot explain the drastic reversal of the previous 
rates of production which took place in 1934. These matters 
were set out in my article in five tables and not in two as stated 
by Professor Sileock; and as was said in my article, the effect 
of the sale of rights can be wholly eliminated by comparing two 
of these tables (Tables I and V) in that Table I sets out the shares 
in the total quota and not actual production figures.” 

Somewhat surprisingly Professor Silcock proceeds to discuss 
my estimates of prospective supply prices (put forward in my 
Manchester School article and not in the Economic JOURNAL 
article to which Professor Sileock purports to reply) in the same 
paragraph in which he refers to the transfer of export rights. 
My discussion of the transfer of rights was an incidental point 
in the review of the assessments in Malaya under the regulation 


1 Since he writes: ‘‘ Anyone with any experience of the working of the estate 
rubber industry during (and since) the war will sympathise with Mr. Bauer’s 
feeling about the allocation of quota rights.” While this is a matter of analysis 
and not of feeling, the passage suggests that Professor Sileock agrees with me 
that the small-holders were greatly under-assessed. 

* The different treatment of estates and small-holdings can also be shown by 
comparison of their quotas with the average production over the years 1929-32 
(the ‘‘ permanent basis ’’ for the quota calculation under regulation), from which 
it appears that the smallholders received hardly any ‘‘ immature allowances,” 
i.e., the assessments for rubber planted after 1925 and not included in the 
permanent basis. This calculation will also be set out in the forthcoming book, 
but was omitted from the article as it requires lengthy discussion on the basis of 
the computation of quotas. 
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scheme; the estimate of prospective supply prices was part of 
an attempt to assess the competitive status of natural and 
synthetic rubber. Once again the relevance of this latter issue 
to the administration of rubber regulation is not obvious. 
Moreover, Professor Silcock does not indicate the qualifications 
of my article, including the explicit statement that some of my 
estimates were largely guesswork and that they assumed broadly 
the maintenance of the value of money at 1945 levels. Nor 
does Professor Silcock indicate that most of the factors listed 
by him were also mentioned in my article; nor that my estimates 
referred to a period several years after the end of hostilities (in the 
Netherlands East Indies, which have much the largest planted 
area, hostilities ceased only quite recently) ; and most important 
of all, that the whole purpose of the estimate was the assessment 
of the relative competitive strength of natural and synthetic 
rubber, and thus a general rise in prices affecting the cost of 
production of synthetic rubber, as well as that of plantation 
supplies and of consumer goods in the East, would not affect 
the principal conclusion. Actually, the principal conclusions of 
the Manchester School article (which were identical with those 
of Dr. Knorr! on this point) have been fully vindicated, and 
the U.S. manufacturers are being compelled by administra- 
tion order to use a specific minimum percentage of synthetic 
rubber as otherwise its use would be largely abandoned. The 
competitive strength of the natural product has emerged in the 
face of such formidable obstacles as the temporary eclipse of the 
N.E.I. estates and the severely limited production of French 
Indo-China and of the Netherlands East Indies native producers 
(all due to the protracted political dislocation); of the extremely 
high prices of rice and textiles, and of the record prices of oil- 
seeds and padi, the principal alternative products to which the 
smallholder can turn. But an estimate of future supply prices 
and of the prospective competitive strength of natural rubber 
(or, indeed, of any commodity) are of necessity conjectural.’ 


1 K. E. Knorr, World Rubber and its Regulation, Stanford, 1946. 

2 Reference may perhaps be made to certain omissions in the estimates of the 
prospective supply prices in the Manchester School article. The importance of the 
official attitude towards the various classes of producer, though mentioned, was 
not sufficiently stressed. The regulations covering planting and the alienation of 
land; the allocation of scarce supplies; the administration of food production ; 
all these are factors greatly influencing the relative competitive strength of 
different classes of producer, and they all depend largely on Government action. 

Secondly, in my previous publications I under-estimated the dependence of 
Malayan small-holders on outside labour, having been misled by numerous 
apparently authoritative statements that in Malaya practically the entire small- 
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The article on which Professor Silcock’s note purports to comment 
was, however, not concerned with such forecast, but with analysis 
of the regulation scheme. 

3. Professor Silcock disputes my contention that the high 
prices of export rates during the period of 100% releases in 1941 
were evidence of effective restriction. He does not refer to the 
steep fall in their price (shown in Table IX of the Economic 
JOURNAL article and also explicitly referred to in the text) which 
followed the announcement of the 120% release, coupled with the 
official statement that retro-active increases in the exportable 
amount would be granted to territories exceeding their exports 
under the 120% release. Shortly after this announcement the 
N.E.I. administration informed the Netherlands Government in 
London that the prices of export rights had fallen sharply, and 
that substantially increased native output could be expected; 
this was borne out by subsequent production figures. Thus it 
does not appear to be the case, as is suggested by Professor 
Silcock, that the 100% release represented virtually unrestricted 
production. Professor Sileock does not mention the fact that 
in several territories, including Malaya, internal cuts reducing 
the internal rate of release below 100% were in force. 

4. Professor Sileock seems to agree with my analysis of the 
effects of the planting provisions of regulation (as well as with 
my views on the division of the quota), though his remark that 
“the replanting provisions of the regulation scheme probably 
were, as Mr. Bauer indicates, unfair to small-holders ” is perhaps 
something of an understatement. For the rest, his argument 
seems to be that had the scheme been administered differently, 
the effects of these planting provisions would have been different. 
I agree. 
holding area (i.e., the acreage on properties of less than a hundred acres each) was 
in holdings of not more than 3 acres each. To quote only two examples. In an 
important official review of Malayan rubber statistics (“‘A Review of F.M.S. 
Rubber Statistics,” Malayan Agricultural Journal, May 1931), the then Deputy 
Registrar-General of Statistics in Malaya, who was in special charge of rubber 
statistics, stated categorically : ‘‘ It is well known that of holdings of under 100 
acres each, more than 99% are smallholdings of which the acreage is about 2} acres 
each.”” The same view was expressed by the late Dr. G. Rae in his well-known 
paper before the Royal Statistical Society (‘‘ Statistics of the Rubber Industry,” 
Journal of the Royal Statistical Society, 1938). Following these authorities I used 
to think that the great bulk of the Malayan smallholding acreage was in individual 
holdings of 24-3 acres each. It is now certain that the holdings in individual 
ownerships of over 3 acres each cover well over one-half of the total small-holding 
area, and that accordingly many more small-holders rely on outside assistance in 
tapping than was believed. This class of producer (small-holders dependent 


partly or largely on outside labour) were particularly threatened by the planting 
provisions of rubber regulation. 
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It is, however, strange to read in Professor Silcock’s note the 
following statement: “‘ Mr. Bauer’s criticism therefore reduces 
to a complaint that the regulation scheme did nothing to offset 
the superior capital, knowledge and initiative of estates. But 
these would have given the estates the advantage in the process 
of elimination by competition also.” First, the planting pro- 
visions as administered were a crucial part of rubber regulation. 
Secondly, owing to the high costs of estate production which 
reflect largely the employment of a complex hierarchy in the 
production of a very simple commodity, the small-holders were 
rapidly gaining ground at the expense of the estates before 1934, 
their progress being arrested only by the introduction of restriction. 

I regret if my argument suggested to Professor Silcock that I 
thought these provisions had been devised to destroy the small- 
holdings. I am quite certain that this was not the case, and I 
had no intention to imply that it was. Through the liberal 
attitude of the British, Dutch and Indian governments and the 
generosity of a leading estate representative, I was given full 
access to the papers of the I.R.R.C. as well as to many other 
documents presenting a fairly complete picture of the negotiations 
leading up to the 1934 regulation agreement.’ These leave no 
doubt that the very serious, and indeed potently disastrous, 
effects of the planting provisions on small-holders were not realised 
at all, as those concerned thought solely in terms of estate 
production and technique. The planting provisions and their 
administration should, however, have been modified, after their 
effects became gradually evident from about 1936.? 

Professor Silecock emphasises that any restriction scheme is 
likely to impede technical progress and rubber restriction was 
no exception to a general rule. But he does not stress sufficiently 
its wastefulness, which resulted from a coincidence of several 


1 This fact and its implication of the good faith of the administrators concerned 
was explicitly emphasised in an opening footnote in the draft of my Economic 
JouRNAL article, which was omitted following a semi-official request for its 
deletion. 

2 An incidental result of the planting provisions, not mentioned in my 
previous article nor by Professor Silcock, was the wasteful use of high-yielding 
planting material, as well as of other real resources. A replanted area is, by 
definition, tied to the soil of the previously existing plantation, and throughout the 
East much rubber has been planted on unsuitable land such as exhausted, eroded 
or infertile soils. Improved planting material, chiefly high-yielding bud-grafts, 
as well as labour and manures, have frequently been wasted through replanting on 
infertile soil. 

These points are implicitly denied by Professor Silcock’s discussion in 
paragraph 4 of his note, which generally neglects the wastefulness of the planting 
provisions. 
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factors: from ‘the immaturity and indeed the experimental 
nature of the industry with costs on an unstable basis and most 
major questions of organisation and technique still undecided ; 
from the wide differences in cost between different classes of 
producers; and from the operation of the planting provisions. 

5. I agree with Professor Silcock that much of the in- 
justice done to small-holders resulted from the application of 
estate standards to small-holdings.! The identification both in 
the popular mind and by civil servants of a few of the largest 
firms with “the industry ” is a familar phenomenon. It had 
particularly adverse results in the rubber industry, where the 
technique and the cost of production of the hundreds of thousands 
of small-holders (Malav, Chinese and Indian) differ greatly from 
those of the estates managed by a few of the larger agency houses 
and plantation companies. 

Professor Silcock himself does not appear to have shaken off 
completely this tendency to think in terms of estate technique ; 
this is suggested by his discussion of the practicability of replanting 
on small-holdings if only the small-holders would risk their capital 
by replanting the entire holding, which in fact is often a 
technical impossibility and practically always an economic 
impossibility. 

6. Professor Silcock states that my calculation of the loss 
inflicted through under-assessment of small-holders (which I 
stated to be very rough) was that of an advocate and not of an 
assessor. He suggests that the standard might have been a 
figure such as could have been arrived at by a well-organised 
small-holders’ association bargaining presumably with the estate 
representatives. Such a figure clearly cannot be ascertained ; 


1 This does not apply to the internal division of the aggregate Malayan quota. 
In spite of the great practical importance of this matter, no public statement 
appears ever to have been made on the basis on which the quota was divided 
between estates and small-holdings. Certain hints in some unpublished material 
will be examined elsewhere. No published statement could be found in an 
extensive search which covered the complete files from 1934 to 1940 of the 
following official documents: the Annual Reports of the Controller of Rubber, 
of the Chief Secretary to the F.M.S. Government, of the Director of Agriculture, 
of each of the Residents in the F.M.S., of each of the Advisers to the U.M.5., of the 
Rubber Research Institute of Malaya, as well as the Proceedings of the Federal 
and Legislative Councils, together with the complete files for these years of the 
Malayan Agricultural Journal, The Planter, the Straits Budget (the weekly edition 
of the Straits Times), the R.G.A. Bulletin, the India-Rubber Journal, the India 
Rubber World, the (New York) Rubber Age and the Rubber News Letter of the 
U.S. Department of Commerce. Nor could the information be found in the 
official minutes or the corresporidence of the I.R.R.C., nor among the many 
private papers of the leaders of the industry to which the writer has had access. 
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while the basis of my method was at least set out unambiguously, 
though Professor Silcock seems to imply that it was not; and 
because it was so clearly set out, it is not obvious why Professor 
Silcock should think that this matter is out of place in a technical 
journal. 

7. In the concluding paragraph of his note Professor Silcock 
puts forward some esoteric arguments in support of a restriction 
scheme in times of depression, though it is not clear whether or 
not he himself accepts these arguments.1_ But once again the 
argument, whatever its formal merits, is irrelevant, since the 
international regulation scheme operated from June 1934 until 
1941-42. It was thus introduced after the depression had largely 
passed, and its purpose had become the quasi-permanent mainte- 
nance of the high-cost producers? and not the assistance of the 
industry during acute depression. Preliminary discussions for 
a renewal of regulation from 1944 to 1948 took place in the summer 
of 1941. ° 

8. It is not easy to accept Professor Silcock’s view that the 
principal reason for the discrimination against small-holders in 
the administration of rubber restriction was the desire of public 
servants (the genuineness of which is certainly beyond question) 
to see the Malay peasant more nearly self-sufficient in food. 
This argument neglects the Chinese and Indian small-holders who 
between them own probably rather more than one-half of the 
Malayan small-holding acreage.* In fact neither the planting 
provisions nor the under-assessment of the small-holders conduced 
to greater self-sufficiency in food. The Chinese and the Indian 
owners were in practice barred from wet padi cultivation. A 
more plausible reason for the discrimination against small-holders 
is that suggested by Professor Silcock earlier in his note: the 
acceptance of estate methods as the standard of cultivation and 
the practical identification of the estates with the industry. 

1 One of these is based on a proposition in Dr. Hicks’s Value and Capital, a 
book in which for reasons of exposition perfect competition is assumed 
throughout. 

2 This has at times been explicitly stated by estate representatives : ‘‘ One of 
the primary objects of the rubber control scheme was to protect European 
capital in plantation companies in Malaya, Borneo and the N.E.I. from com- 
petition arising from the production of rubber by the native at a fraction of the 
cost involved in European-owned estates . . . the opinionis being freely expressed 
that in addition to being protected by the scheme, the estate has the added 
advantage of enjoying a rate of assessment much higher than that given to the 
small-holder.”” (Well-known company chairman, quoted by K. E. Knorr, 
World Rubber and Its Regulation, p. 111.) 


3 Professor Silcock apparently still identifies the small-holder with the Malay 
peasant with about 3 acres or less. 
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Professor Silcock, who is clearly anxious to minimise the fact and 
the effects of this discrimination, strangely enough omits the two 
most plausible arguments initsfavour. First, that the plantation- 
rubber industry was developed wholly by the estates; the small- 
holders took up rubber only after its potentialities and profitability 
had been shown by the estates. Secondly, the small-holders 
benefited in many ways, but chiefly through higher incomes by 
the regulation scheme which was brought into being by estate 
representatives.* 

9. There is an important point of agreement between Professor 
Sileock and myself: on the need for much more information on 
small-holders’ rubber, both in the collection and publication of 
facts (e.g. on the size-distribution of holdings) and on their 
analysis. 

10. Marshall’s well-known chapter on monopolies suggests 
the reason for the treatment of the small-holders. ‘“‘ A few people 
who have been strongly interested on one side have raised their 
voices loudly, persistently and all together; while little has been 
heard from the great mass of people whose interests have lain in 
the opposite direction. . . . The few therefore get their way, 
although if statistical measures of the interests involved were 
available, it might prove that the aggregate of the interests of 
the few was only a tenth or a hundredth part of the aggregate of 
the interests of the silent many.” 

This treatment is also likely to continue. ‘‘ Moreover, when 
a great administrator has acquired those instincts with regard to 
public interests which able business men have with regard to 
their own affairs, he is not very likely to be able to carry his plans 
with a free hand.” 2 

P. T. BAUER 
London School of Economics. 


1 Malaya enjoyed a remarkably favourable quota throughout the international 
regulation scheme, largely as a result of the success of the British estate 
representatives who negotiated the quota. Thus internationally the Malayan 
small-holders fared distinctly better than they did internally. Their relative 
gain was largely at the expense of the Netherlands East Indies native producers. 

2 Principles, pp. 491-2. 
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Aspects of British Economic History, 1918-1925. By A. C. 
Pigov. (London: Macmillan, 1947. Pp. viii + 251. 15s.) 


Tus study of economic experience from the Armistice to the 
restoration of the Gold Standard was written by Professor Pigou 
in 1941-42, at the request of the Government, for the use of 
Departments concerned with post-war problems. It is a model 
of concise, thorough, clear historical writing. 

The subject is arranged not chronologically but by topics: 
Employment; Production; Government Intervention in In- 
dustry; The Monetary Factor. And a concluding chapter sums 
up the Upshot for Real Income and Real Wages. There is hardly 
a question that is not answered, so far as the existing materials 
allow. 

Professor Pigou distinguishes four successive periods: the 
breathing-space from November 1918 to April 1919, the boom 
from then to April 1920, the slump lasting till January 1923, and 
thereafter the doldrums. The limiting dates are, as he points out 
(pp. 5-7), open to some doubt, and, when he comes down to detail, 
he often has to call attention to conflicting considerations. But 
substantially these subdivisions hold. Each of his four topics is 
treated with reference to these four periods. 

Employment is his principal theme. Fluctuations in employ- 
ment are indeed the leading characteristic of the periods. And 
what he has to say about policy usually relates to its effects on 
employment. 

The sections on Employment and Production are mainly 
concerned with the facts, especially the relative position of 
different industries in the transition from war to peace and in 
changed conditions consequent on the war. Full use is made of 
the available statistical material (including some, relating to 
numbers employed in industry at various dates up to November 
1920, which were supplied to him by the Ministry of Labour, and 
had not previously been disclosed). 

It is when Professor Pigou comes to the Monetary Factor that 
the more fundamental questions of theory and of policy arise. 
He points out (p. 147) that the prohibition of the export of gold 
in April 1919, by which the gold standard was suspended and the 
monetary link with America was broken, led to the price rise in 
Great Britain outstripping that in America. The British Govern- 
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ment broke the link “‘ with the firm intention of forging it again 
in the near future,” and the disproportionate rise of the price level 
meant a correspondingly severe monetary contraction in order 
to return to pre-war parity in the ensuing years. 

The boom of 1919-20 Professor Pigou attributes, in con- 
formity with his theory of cycles, to “‘ optimism ”’: the desire of 
the controllers of industry to use—not to hold—purchasing power 
is generated and developed by expectations of good money returns, 
no matter whether these expectations are well or ill founded 
(p. 169). 

For this optimism there was some solid ground. ‘‘ Throughout 
the world, and here not less than elsewhere, there was a great 
banked-up desire for all sorts of goods and services, the supply of 
which during the war had been cut off, or, at all events, greatly 
curtailed. Much equipment too had been allowed to run down, 
and was in urgent need of renovation or repair. There was thus 
plenty of work needing to be done, and . . . the various civilian 
industries . . . might have been expected to provide markets for 
one another’s output, thus converting desire into demand... . 
Conditions leading to prosperity were in fact present, though, as 
after-events were to show, business optimism outran the facts ”’ 
(p. 172). 

Professor Pigou points out that activity combined with rising 
prices called for a big increase in bank advances (pp. 178-9), 
and that the Bank of England, by raising bank rate and making it 
effective, could not only have discouraged borrowing, but have 
“created an opinion that prices must soon stop rising or even 
fall’ (p. 182). And he infers that, had the gold standard not been 
abandoned in March 1919, bank rate would probably have been 
raised at that time, with salutary effect. 

Nevertheless when bank rate was actually raised in April 
1920, he will not allow anything more than a subsidiary influence 
to it in causing the slump which he dates from that very month. 
Rather, he contends, there had been “‘ an enormous mass of what 
we may call once-for-all work to be done,” and, stocks once 
replenished and replacements completed, openings of which 
entrepreneurs had been availing themselves were no longer there 
to be.exploited (p. 188). 

I venture to suggest that this is a misconception of the working 
of inflation. The depletion of stocks and the arrears of capital 
outlay were themselves the result of war-time inflation, and so 
long as the inflation continued the same forces were at work. 
In general, the rise of prices of consumable goods results from an 
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increase in demand, which has reduced stocks below the accept- 
able level, and the increase in the producers’ incomes generates a 
further increase in demand, so that the replenishment of stocks 
is not a “once-for-all” operation, but continues indefinitely. 
And capital cannot be supposed to have reached satiety, so long 
as there were openings for new extensions and improvements to 
follow upon the arrears of replacements. The experience of the 
United States in the years 1922-28 shows that such openings had 
not come to an end. 
R. G. HawTREy 
London. 


Freedom and Reform. Essays in Economics and Social Philosophy. 
By F. H. Knight. (New York and London: Harper Bros., 
1947. Pp. vii + 409. $3.50.) 


Tus book consists of essays previously published elsewhere, 
chiefly in journals connected with ethics and religion. In these 
essays Professor Knight is developing some aspects of the main 
theme : freedom is the necessary condition of satisfactory human 
society. The implications of the idea of freedom are discussed 
in the first essay “‘ Freedom as Fact and Criterion.”’ This leads 
to a discussion of the problems of ethics which recurs throughout 
the book. Professor Knight believes that the economic problem 
is of secondary importance in a society, in the sense that, if 
scarcity were abolished, ‘‘ the conflicts which cause strife and 
unhappiness among men and give rise to problems of social 
policy would be intensified rather than ameliorated, and even 
that they would not be essentially changed in form” (p. 139). 
Economics is still of importance because economic freedom is the 
condition of any large measure of freedom in other fields. 

Liberalism is claimed to be the only adequate basis for the 
relation between individuals. Liberalism fails, however, because 
“it takes the individual as given, and views the social problem 
as one of the right relations between given individuals,” whereas 
‘* social policy must be judged by the kind of individuals that are 
produced by or under it, and not merely by the type of relations 
which subsist among individuals taken as they stand ”’ (p. 69). 
This opens up a problem for which no solution is offered, or, 
probably, can be given. There is indeed a curious change of 
emphasis. In the two first essays, published in 1929 and 1934, 
Professor Knight is as sceptical of liberalism as of its alternatives : 
“the nineteenth-century liberal system is played out” (p. 22). 
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However, subsequently his faith has revived. Thus he concludes 
the last essay, published in 1946: “ The alternative to dictator- 
ship is simply democracy as we have known it, struggling to 
solve its problems, along lines already familiar” (p. 402). The 
weaknesses of the liberal position have been forgotten, and there 
is a new hope for the future. 

The claims of Socialism and Christianity to replace the liberal 
philosophy are discussed at length. ‘‘ Marxism is not merely a 
romantic over-simplification ; it is intellectually self-contradictory 
and ethically nihilistic and monstrous” (p. 87). ‘‘ Socialism 
seems to consist primarily in transferring from business to politics 
the whole competitive struggle for power and the fruits of power ”’ 
(p. 161). The objections to Socialism are partly economic but 
predominantly that it implies a concentration of power which 
must be fatal to freedom. In this Professor Knight is following 
the trend of recent criticisms. The economic arguments about 
Socialism are really discussions of the efficiency of alternative 
administrative systems, it is a field in which we know so little 
that discussion is impossible. On Christianity, he holds that 
“evil rather than good seems likely to result from Christian 
religious or moral teachings in connection with problems of social 
action” (p. 103). Christianity, to him, is a personal morality— 
an urge to do good—which replaces and depreciates the only 
practical method of reform, which consists of the application of 
analysis and reason. 

On all these subjects Professor Knight has much that is 
profound and interesting to say. The economist who wishes to 
explore the social implications of his study will find stimulus and 
provocation. It is appropriate here to consider in more detail 
the economic references which are found in nearly every chapter. 
Professor Knight does believe that the economic system is ideal 
in some sense; not indeed that it distributes income with perfect 
justice, for he emphasises that the competitive distribution of 
income is ethically indefensible, but that it maximises production. 

Professor Knight displays a curious desire to attribute more 
virtues to the price system than it can justify. The following 
passage is typical of several : 


“Under ‘ideal conditions,’ described by economic 
theory, the enterprise or market organisation leads to maxi- 
mum productive efficiency. That is, both total product 
and the income of every individual are the largest that are 
compatible with the available means and without uncompen- 
sated transfers—robbery or gift ”’ (p. 176). 
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He goes on to state in unexceptionable terms the ideal conditions 
which must be fulfilled for the market organisation to lead to 
maximum productive efficiency. Yet it is difficult to understand 
the second sentence. Professor Knight would not deny that 
interference by the State can increase the incomes of some individ- 
uals at the cost of a loss of productive efficiency. And the largest 
total product is far too elusive and subtle a concept to be used as 
an explanation of the idea of maximum productive efficiency. 
Indeed maximum productive efficiency can be satisfied with an 
infinite number of different distributions of resources, and the 
market organisation, free from government interference, will lead 
to one of these. To call this the position of largest total output 
is wholly arbitrary. 

The same bias is displayed a few pages later : 

** Since free exchange must benefit both parties, it follows 
that any arbitrary dictation of any price against free market 
forces .... must injure both parties, and this applies 
specifically to the price of labor ” (p. 180). 

Clearly, Professor Knight would admit that a seller can gain if 
he and his fellows are forced to charge the monopoly price. This 
possibility exists for particular classes of labourers as it does for 
any other group of sellers. These passages must be attributed to 
a special kind of blindness, surprising in so careful a writer as 
Professor Knight. 

These matters are of importance in ensuring clarity of thought, 
but they detract little from the value of Professor Knight’s essays. 
They remain extremely stimulating and readable—if there seems 
rather more repetition than the reader would like, this is the 
penalty for collecting within the covers of a single book a number 
of separate essays on related subjects. 

A. HENDERSON 
The Victoria University, 
Manchester. 


Planning and Paying for Full Employment. Edited by Assa P. 
LERNER and Frank D. Granam. (Princeton University 
Press. London: Geoffrey Cumberlege, 1946. Pp. 222. 16s.) 


Income and Employment. By THEoporE Moraan. (New York: 
Prentice-Hall, 1947. Pp. xv + 280. $4.35.) 


Planning and Paying for Full Employment is a symposium 
resulting from a discussion organised by the American Labor 
Conference on International Affairs in the summer of 1944. It 
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follows very much the lines of similar gatherings in this country. 
Professor Graham has a scheme for a reservoir of stocks of staple 
commodities which resembles one put forward about the same 
time by Mr. Harrod. Professor Landauer favours Dr. Mordecai 
Ezekiel’s conception of guaranteed sales. Dr. Neisser, after 
some rather disgruntled criticism of the whole conception of 
employment policy, comes down in favour of public works— 
especially railway development in the mountain states. Professor 
Simons is chiefly interested in tax reform. Mr. Braunthal wants 
an adjustment of prices and wage rates such as to secure to the 
workers the volume of purchasing power which will maintain 
employment. Professor Broadus Mitchell relies upon the restora- 
tion of free trade. Professor Buchanan prefers public works at 
home to foreign investment. Mr. Halasi provides an introductory 
survey and Miss Joseph contributes a succinct summary of the 
principles of employment policy. 

Mr. Lerner, in the longest paper, sums up. He points out that 
the rival merits of various kinds of employment policy cannot be 
settled merely by reference to employment. Each (apart from” 
some confusion in the arguments put forward, which he patiently 
sets right) would, if rightly managed, prevent unemployment. 
All run up against the problems (especially chronic wage-inflation) 
which their very success would pose. Assoonasthe principle of em- 
ployment policy is grantéd, the contribution to wealth and welfare 
that any particular policy would make must be assessed by other 
criteria. In this connection, Dr. Heimann’s paper is refreshing. 
He is the only one who looks beyond the mere avoidance of 
unemployment. He points out that private enterprise creates 
deserts (in the literal sense) and pleads for T.V.A. schemes for 
all the great rivers of the world. 

The very fact that the discussion is so familiar is interesting 
to an English reader. There is remarkably little difference 
between what these American economists were saying and what 
their opposite numbers in this country were saying at the same 
time. Indeed, there is too little difference. They show scarcely 
enough awareness of the dominance of the United States in the 
capitalist world. It is disconcerting to find Mr. Lerner, on the 
other side of the Atlantic. putting forward the well-known 
argument that a country which finds employment falling through 
a decline in its exports can set matters right by depreciating its 
currency. 

Professor Morgan’s Income and Employment is on a more 
strictly academic plane than Mr. Lerner’s symposium, though in 








250 THE ECONOMIC JOURNAL [JUNE 


no way forbidding to the lay reader. It provides an excellent 
introduction to the theory of employment, starting from the 
conception of national income and leading up to a discussion of 
policy. Each step of the argument is illustrated by reference to 
American data. The statistical illustrations make the reasoning 
both clearer and more convincing than in a more abstract treat- 
ment, and the whole is excellently well digested and clearly set 
out. 

On the question of policy Professor Morgan takes much the 
same position as Mr. Lerner. He wants the maximum of private 
enterprise that is compatible with full employment, and advocates 
advance on a wide front—public investment, redistribution of 
income and reform of the fiscal system all playing a part, with 
budgetary policy as the balancing factor. There is very little 
discussion of international trade, and not much elaboration of the 
obverse of employment policy—the means to check inflation. 

Though written from a purely American point of view the 
book can be thoroughly recommended for teaching purposes in 
this country. 

JOAN ROBINSON 
Cambridge. 


The Theory of National Economic Planning. By Cart LANDAUER. 
(Berkeley and Los Angeles: University of California Press, 
1947. Pp. viii + 278. $4.00.) 


“PLANNING is certainly one of the activities which cannot 
be fully learned except ‘on the job,’”’ says Professor Landauer, 
writing from California; but let it not be assumed that experience 
in this country is much of a qualification. In Britain, we are 
told, there is little idea of a single, unified economic plan: planning 
is thought of “as a sort of supplement to socialisation.’ Nor 
is the work on “ functional finance ” and national budgeting to 
be counted of much value. That is “ partial planning,’’ and only 
a total plan can both correct the evils of laissez faire and at the 
same time “ substitute order and reason for confusion and anarchy 
in the economic measures of the government.” 

Professor Landauer’s subject is “ the theory of full planning,” 
and he is a whole-hearted enthusiast for that type of national 
spick and span which begins with the right use of land and works 
its way steadily down to the right figure for the last trouser 
button. The only difference between Dr. Landauer and most 
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others of the school is in his judgment of the length to which the 
process can be taken without its becoming ridiculous : 


“We are not yet in a position to determine what a skilled 
automechanic in New Orleans or a farmer possessing a certain 
number of acres in a given part of Iowa will buy in a given 
year if his labor power is fully used, but some more effort will 
bring us to the point where we can answer these questions 
with sufficient accuracy.” 


Professor Landauer, reviving the pre-war discussion of 
“pricing in a socialist economy,” begins his argument with a 
strong plea for “‘ value planning”’ alongside physical planning, 
as a means of safeguarding ‘“ consumers’ sovereignty’ and to 
provide a check against the advice of technicians in the choice 
of the most economical methods of production. In fact, however, 
it is mainly as a guide to final demand that a “ value column ” is 
to be added. In drawing up production plans, Professor Landauer 
would place main reliance upon the advice of the engineers, and 
value calculations would be only supplementary to calculations in 
physical terms. This is a much more circumscribed use of prices 
than that which is usually envisaged by advocates of the use of 
prices in the socialist state, and would allow little opportunity 
for the pressure of prices to operate. Thus, the problem of 
efficiency is barely discussed and the important element of elas- 
ticity in the productive process is ignored. Variations in stocks 
are admitted—with their aid and “‘ some possibility ” of price 
manipulation, the need for outright rationing of consumers can 
be confined to “exceptional conditions ’’—but substitution of 
materials, overtime working and variations in the load on capacity, 
all important factors in adapting supply to demand, find no place 
in the scheme. 

Surprisingly, one discovers that Professor Landauer would 
preserve private enterprise. - Discussion of what the precise 
status of private business would be in relation to the planning 
board is unfortunately omitted as requiring a separate essay, but 
in an examination of general principles, Professor Landauer 
makes clear that he would prefer negotiating contracts with the 
large firms and relying on small business to follow, to the alterna- 
tive of working through trade associations. To such a develop- 
ment, liberal economists might find even socialism preferable. 
But this section of the book is followed by one on the labour 
market which socialists themselves may ponder : 


“ 


“A planned economy needs agencies by which labor 
conflicts can be arbitrated. The arbitration boards need 
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not have unconditional powers of compulsion, but they 
must be able to impose an award whenever conflicts threaten 
to become too destructive, either through their magnitude 
or their frequency, to permit the orderly execution of the 
plan.” 


In short, this book made the reviewer’s flesh creep in a way The 
Road to Serfdom failed todo. Professor Landauer, a firm advocate 
of “full”? economic planning, squarely faces a number of the 
problems it involves, and does not burke his conclusions. After 
all, “‘ coercion is only needed to correct situations which lack of 
foresight has permitted to arise.” 

Must the same conclusions follow for “ partial ”’ planning ? 
As Professor Landauer himself says, “ interegt in planning, as a 
permanent policy or institution, springs mainly from the desire to 
avoid depressions,’ and ciearly, for success in that field, without 
odious results, enough elasticity of interpretation of ‘ full employ- 
ment’”’ must be found to cover Professor Landauer’s pointed 
reminder of the labour problems involved. We also need a set 
of principles for the operation, and more particularly from the 
planning point of view, the development, of state enterprises. 
But these do not commit us to detailed planning of the whole 
economy. We may well aver, as Professor Landauer himself 
suggests, that there was too much “ partial’ planning before 
the war, if we mean by the phrase that the analysis upon which 
government intervention was founded was partial, i.e., not 
sufficiently general. But experience “on the job ”’ affords little 
support for what seems to be Professor Landauer’s conclusion, 
namely, that the wider the scope and more complex the plan, the 
better will be the analysis which accompanies it. One of the 
difficulties of Professor Landauer’s book is that he never makes 
clear the relationship between his planning board of experts and 
the elected government of the day. But if the latter are to have 
the last word—and if not, who ?—it were best not to increase 
the complexity of planning, but to limit it, as closely as possible, 
to those areas where simple-minded judgments have a fair chance 
of being right. “‘ Partial ”’ planning in that sense may yet succeed. 

R. C. TREss 


‘ 


London School of Economics. 








1948] KIMBALL AND KIMBALL: INDUSTRIAL ORGANISATION 253 


Principles of Industrial Organisation. By D. S. Kimpay and 
D.S. Kimsari, Jk. Sixthedition. (New York and London : 
McGraw-Hill, 1947. Pp. xix + 531. 22s. 6d.) 


ProressorR KIMBALL’s work is, deservedly, one of the best 
known of a type of textbook familiar on both sides of the Atlantic. 
He is, in the Sixth Edition, joined by D. S. Kimball, Jr. 
Whether the title be Industrial Organisation, Industrial Manage- 
ment or Business Management, it is interesting to analyse how this 
type of textbook differs, and possibly complements, another 
frequent type of economic textbook, usually entitled Principles of 
Economics. 

Two main differences in approach stand out. The “ Kimball ” 
type deals with economic considerations from the standpoint not 
of the nation or community, but of the industrial factory or firm. 
Moreover, the factory or firm, its location, its size and the tran- 
sactions it performs, is usually taken as given. There is little 
discussion of the differences between industries. The Kimballs’ 
discussion of location takes up eight pages, less than half that of 
lay-out of plant and equipment. Growth in the size of industrial 
enterprises is discussed in an early chapter as one of several 
modern tendencies such as standardisation and specialisation, 
forming only the background for the main field of discussion, and 
integration of different sorts of transaction is treated as one form 
of growth. There is no radical analysis as to why the bulk of 
workers are in quite small factories in some industries and in 
very large factories in other industries; why some industries are 
localised, others scattered parallel to the population and why, 
through integration and disintegration of their constituent fac- 
tories, industries coalesce like the boot and shoe or the iron and 
steel industry, or become differentiated like the branches of 
electrical engineering to-day. 

This omission of what might be thought essential problems 
in industrial organisation is not mentioned in a critical spirit, 
but simply to distinguish the scope of the ‘‘ Industrial Organisa- 
tion ” type of textbook. The main field of discussion is efficient 
policy and method for a given firm or factory in a given industry. 
Out of twenty-seven chapters in the Kimballs’ book, five are 
devoted to the internal organisation of production, including 
time and motion study; five to purchasing, stores, (particular) 
standardisation and equipment policies; two to cost accounting ; 
four to methods of wage payment and industrial relations; and 
one—largely new to this edition—to general measures of the 
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efficiency of management. In the preface to this sixth edition 
the authors admit that the trend is towards the use of the word’ 
“ management ”’ to describe the contents of their book. Manage- 
ment is certainly more distinctive, not, as they suggest, by describ- 
ing any “ broader” aspect than organisation, but by narrowing 
down the standpoint to that of the unit of management, the 
individual firm—and in particular the large firm. 

With the interest of the modern economist in scales of manage- 
ment and (under monopoly and imperfect competition) the 
policies and practices of larger firms, the Kimball type of book 
clearly complements economic textbooks. It brings home the 
possibilities of raising efficiency and lowering costs in large-scale 
organisation and of enlarging the optimum size of the management 
unit. With developing nationalisation, the concern over output 
per man and per machine-hour, and with the need, under full 
employment, of incentives to replace the deterrent of the “‘ sack,” 
further points of contact with modern Economics are the Kimballs’ 
chapters on principles of cost finding, on depreciation of wasting 
assets and on what may be termed broadly the management of 
labour. It is a merit of this book that labour is not discussed 
as a separate category under “ welfare,” but that its problems 
are integrated into the other management problems. Sometimes 
this integration has still not gone far enough. The connection 
between time study, discussed in Chapter XIII, and the com- 
pensation of labour, the subject of Chapter X XT, is not sufficiently 
stressed. The index contains no cross reference, though Chapter 
XXI, in fact, does refer back to time study, e.g., on pp. 412 and 
417. Nor are the methods of wage payment sufficiently linked 
to results in production. The authors quote Taylor’s often 
‘phoney ” statements instead of the results, actually measured in 
output and time-keeping, of adopting different methods. Can it 
be that America has nothing equivalent to the reports of the 
British Industrial Health Research Board ? 

To sum up, the production engineers who write the Kimball 
type of book do not always see the implications of their work for 
national interests or even for industrial efficiency at large, and 
deal not with final ends or even means to those ends, but often 
only with means toward means. It is perhaps up to, economists 
to bridge the gap and to connect the human engineering detail 
and sub-detail with the larger issues. In this feat they could not 
find the detail better put than in the Kimballs’ Principles. 

P. SaRGanT FLORENCE 
The University of Birmingham. 
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Plan Your Own Industries. By M. P. Focarry. (Oxford: 
Blackwell, 1947. Pp. viii + 320. 25s.) 


THE main question one expects to be asked and answered by 
this study of local and regional industrial and tourist development 
organisations, is whether those local bodies ought to plan their 
own industries. To “ develop ” in this context means to extend 
industry, and congested areas, like Thameside, clearly should not 
‘“develop.”” Nor can it humanly be expected of local or regional 
bodies that they should call for a decrease of industry or tourism 
in their own areas and should specify the particular industries to 
be checked and possibly removed. But Mr. Fogarty does not 
seem squarely to face this dilemma. His interesting table (p. 18) 
of the distribution of local authorities with development organisa- 
tions includes 85% of all County Boroughs, and the list is clearly 
not selective of the authorities really needing development. 

We are told—and the writing is lively and readable—where, 
when and how these organisations grew, who supports and 
finances them and what they did in advocating industrial and 
tourist services and installing trading estates and “ amenities.” 
But even in the chapter entitled “‘ What was it All Worth?” we 
get only a superficial assessment of the national value of entrusting 
industrial planning to local interests. Mr. Fogarty is emphatic 
(e.g., p. 258) that the general approach should be region first, 
locality afterwards. But why stop atregion? Surely the Barlow 
Commission’s policy of “‘ dispersion” (as against “‘ decentralisa- 
tion’) involves inter-regional redistribution of industries; and 
though regional diversification of industry is required up to a 
point as security against local depression, there must, for the sake 
of national efficiency, also be regional specialisation. Indeed 
there must even remain, for the sake of world efficiency, some 
national specialisation, and planning must not, as threatened, 
become identified with autarky. Is a mere national, let alone a 
regional, council capable of deciding what industries not to 
pursue ? 

One may agree with Mr. Fogarty that most useful research 
work can be and has been done regionally, especially with the 
co-operation of the regional university, but, research, as he 
acknowledges, is not the main function of development councils. 
Indeed his witty description of some of their shouting from the 
house-tops or whispering through keyholes, indicates that 
publicity campaigns are their speciality, rather than research. 

Mr. Fogarty makes the best case he can for the development 
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organisations as providing information on which rational decisions 
can be made by private industrialists or government agencies. 
The central government, as Mr. Fogarty shows, has, in fact, made 
decisions by selecting for support only those development organisa- 
tions where development is needed in the national interest. But 
the author does not discuss very thoroughly whether information 
for the efficient matching of industry and places could not have 
been obtained at less expense generally, more accurately, with 
less bally-hoo and in a form enabling easier comparison between 
places, if it were organised nationally. True, this would not 
stimulate local community spirit to participate in discussion and 
decision. The case might perhaps be allowed to rest, as Mr. 
Fogarty rests it, on socio-political rather than economic grounds. 
With a seller’s market coming to an end, however, efficient location 
can be sacrificed to local democracy only very slightly. 
P. SarGant FLORENCE 
The University of Birmingham. 


Great Britain in the World Economy. By Atrrep E. Kaun. 
(London: Pitman, 1946. Pp. xvii + 314. 15s.) 


A BOOK on this subject has clearly been needed for some time, 
for several reasons. The painful adjustments which the United 
Kingdom is at present undergoing are but a continuance of the 
adjustments which she was forced to make after the First World 
War and in the depression of the ’30’s, and are related to 
underlying trends in the world economy which were not created, 
but merely intensified, by those two disasters. Moreover, the 
great developments of economic thought since the depression 
call for a re-assessment of the position of an “old” industrial 
country in the modern world, which has not been thoroughly 
discussed since the 1920’s when the climate of economic theory 
was so different from what it is now. 

Dr. Kahn, in this adaptation of a Princeton doctoral thesis, 
certainly sets about his task with vigour. He opens with a 
summary of the theory of balance of payments and international 
equilibrium which is intended to clear the way for his consider- 
ation of British experience. It is a useful summary in itself, but 
its connection with what follows is perhaps hardly close enough 
to justify its inclusion. The theoretical problems arise quite 
naturally in the course of the discussion of British experience 
itself. 
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This discussion proceeds on lines which the British reader 
will find largely familiar. Britain’s financial position was drastic- 
ally changed after 1918 by the fact that London was no longer the 
unique centre for international settlements, in which reserves 
were inevitably held, so that she had to face possibilities of 
international short-term capital movements on a scale unknown 
before. Her real position was altered not only by the war of 
1914-18, but by the continuous process of overseas industrialis- 
ation. Dr. Kahn’s discussion of this is illuminating. He points 
out that the outcome for Britain was bound to depend on the 
extent to which her exports were in income-elastic demand, and 
to which, therefore, the rising overseas incomes due to industrial- 
isation would bring compensation for the losses she must inevitably 
suffer from the increase of competition with her manufactures. 
The evidence—a good deal of which is available—as to the 
income-inelasticity of this demand is not, however, discussed. 
It is, indeed, a main weakness of the book that the nature and 
characteristics of British merchandise trade—especially on the 
export side—get relatively little attention. 

The deteriorating industrial position of the country is discussed 
atsome length. It is a pity that the Working Party Reports, their 
predecessors the Platt and Reid Reports and Mr. Rostas’s work 
on the comparison of productivities were not available when 
Dr. Kahn wrote, but one cannot have everything in a world 
where publication—even in the United States—is such a slow 
process. The special factors affecting the various staple industries 
are, at all events, thoroughly considered. 

The discussion of the balance of payments is in many respects 
the heart of the book, and is given special interest by the author’s 
attempt to fill in some of the items on the capital side of the 
account for the years 1924-38; a hazardous task which can 
result in little more than a revelation of our essential ignorance 
on this subject. The most stimulating feature of this chapter, 
however, is not on its statistical side, but in the theory of cyclical 
changes in the pattern of world development and the terms of 
trade which is put forward. The theory is, very briefly, that 
periods of capital development in the “‘ new ” countries, accom- 
panied by scarcity of their primary products and by heavy 
exports to them from the “ old ” countries, alternate with periods 
when the development of the “new” countries has come to 
fruition, yielding plentiful and cheap exports of their primary 
products, and that such alternations are characteristic of the 
“short ” cycle, the eight-year cycle and the “long ” cycle alike. 
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This might have been developed more clearly and convincingly, 
with fuller reference to the statistical evidence. Incidentally, 
it is hard to follow the author in his argument that the reduction 
in the proportion of income saved in this country after 1918 had 
something to do with the increased demand for imports. It is 
not shown that the import-content of consumers’ goods domestic- 
ally consumed is greater, proportionately, than that of capital 
goods. 

The chapters on adjustments of policy call for little comment; 
the final section of the book, on the shifting geographical pattern 
of Britain’s international transactions breaks newer ground, but 
leaves the reader somewhat disappointed. The author states 
that he has compiled detailed estimates of the major components 
of Britain’s bilateral balances of payments for 1913, 1929 and 
1937; but these are not given in full, and it is impossible to 
reconstruct, from the text, a complete quantitative picture of 
the major triangle of payments (between the U.K., the Empire 
and the rest of the world) which he discusses. To construct such 
a picture—to do for total payments between the major world 
regions what Mr. Hilgert has done for payments on merchandise 
account—would, indeed, be a great achievement, and we still 
await it. 

The criticisms which it is easy to level at this book should 
not obscure the fact that it is a most useful and thorough piece of 
work. In a sense, indeed, its thoroughness is a disadvantage; 
the inordinate number of footnotes (many of doubtful relevance) 
is distracting; the reader may suspect that Dr. Kahn might 
have reached more definite judgments if some of the vast labour 
which he must have put into the study of the literature of his 
subject had gone into a further pursuit of some of the interesting 
hares which he starts. All the same this is a book for which to 
be grateful. 

A. J. Brown 
The University, 
Leeds. 


Wages Front. By Marcot Hernemann. (London: Lawrence 
and Wishart, 1947. Pp. xii + 256. Bound, 2ls., Paper, 
6s.) 

Miss HEINEMANN’s collection of modern wage problems 
ranges from the general issues of wages, prices and profits, wages 
and exports, wages and mechanisation, government responsibility 
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for wages, to the more particular ones of the minimum wage, the 
cost-of-living index, payment by results, local and skill variations, 
women’s wages, and the guaranteed weekly wage. The short 
appendices on the wage situation in the main industries are 
particularly valuable in helping to build a picture which it is 
difficult to piece together from the older accounts and day-to-day 
newspaper reports. 

More than this she puts forward what may be called the 
“high wage ” solution for the present situation. “'To sum up, 
then, there can in practice be no ‘non-intervention’ or ‘ neutrality ’ 
policy by the government in wages matters. What is essential 
is that its general guiding attitude should be in favour of raising 
wages in order to raise production, and restricting the share of 
profits” (p. 173). Admittedly this policy is to be thought of 
as a step on the road to a time when there will be no further 
problem of the division of the product of industry between wages 
and profits, but it is also claimed as an answer to the present 
state of affairs. The.‘‘ present state of affairs ’’ must, however, 
not be interpreted too strictly, as references point to most of the 
book having been written at the end of 1946. It is a great pity 
that a book which was written to deal with contemporary 
problems should have to wait almost a year before publication. 

However, that being said, it is impossible to feel happy about 
the effect of some of its conclusions and emphases at the present 
time. The importance of increasing the level of output and 
exports particularly, together with the direct interest of the 
workers in doing all they can towards this, is one of the main 
themes of the book, but in the first chapters there remains some 
doubt whether the depression which it is the object of policy 
to avoid is one of under- or of over-production. The present 
high level of purchasing power is recognised, but this is largely 
because of war-time savings, “‘and in relation to the current 
income of the mass of the people, prices, both for capital goods 
and consumer goods, are extremely high—an unstable and 
dangerous position” (p. 4). Since the appropriate price and 
money wage policy for depression brought on by under-production 
must be so different from that where too much production is 
the trouble lack of clarity on the issue is a most serious defect 
in diagnosis. It is a puzzle why these two different emphases 
were not corrected in the light of later developments, or how far 
they still represent the view of the author. 

As well as being necessary to fight a crisis of over-production, 
Miss Heinemann rests her case for high wages on a historical 
No. 230—vo.. LvmI. s 
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comparison of the course of events, principally in this country 
and the United States, showing how high wages can directly 
influence the level of productivity per man-hour through widening 
the market and inducing employers to substitute labour-saving 
machinery. This historical evidence is very strong, and the 
principle urged is one very well worth stressing, but again one 
doubts how far it is immediately applicable to the present 
situation. It is perhaps largely a matter of degree. In the 
first place, assuming that the policy is effective, to make labour 
dear in order to induce its conservation is wise up to the point 
of seeing that it is not wasted, but may not be so wise, in certain 
circumstances, if it goes to the point where there is a strong 
incentive to substitute machinery which draws heavily on other 
scarce materials such as steel. Labour, in other words, need not 
always be the factor one is most anxious to conserve in the short 
run. Secondly, there are circumstances in which the effect on 
purchasing-power which is responsible for widening the market 
will largely serve to increase profits and so make economy in 
labour less urgent. In the case of industries producing solely 
for export this will not of course happen, though it would be 
necessary to see that the impossible in labour economy is not 
being asked so that both the profitability of exports relative to 
home industry, and competitive prices in the world market, are 
preserved. In the industries producing both for export and the 
home market the policy will mean a strengthening of the forces 
attracting goods away from export, and to be effective in economis- 
ing labour in the home market industries would involve very 
strict control of prices and profits. This implication is accepted 
by the author, but others may doubt how far a policy which 
increases purchasing-power and puts further strain on price 


controls is wise at the moment. 
P. S. GRovgEs 
Cambridge. 


Survey of Labor Economics. By FLORENCE Peterson. New York 
and London: Harper Brothers, 1947. Pp. xix + 843. $4.) 


Tuts book, its author explains, is designed to provide the basic 
factual data as well as a knowledge of the major theories relating 
to labour questions and, in doing so, to place some emphasis on 
historical development. The author thus sets herself an ambitious 
task and in most respects, certainly on the factual side, performs 
it with outstanding success. 

In treating, historically and descriptively, of institutions and 
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labour conditions, the author confines herself almost entirely to 
the U.S.A., which is perhaps just as well in view of the surprising 
statement she makes, in one of the few parallels she draws with 
British conditions, that in 1848 a ten-hour day was legally estab- 
lished in England for all industrial labour. With regard to the 
U.S.A., however, the book is well balanced in its judgments, clear 
in its exposition and, in view of the author’s position as an official 
of the Department of Labor, although she writes this book in 
her personal capacity, of evident authority in its factual material. 
It is unfortunate that certain parts of it have been so soon after 
publication rendered out of date by the Labor-Management 
Relations (Taft-Hartley) Act of 1947. 

To the British student of American labour conditions it will 
appear most curious that the year 1933 which saw the initiation 
of the New Deal legislation was also the year which saw the low 
ebb (under 3 millions) in trade-union membership in the U.S.A. 
in the inter-war years; whereas in the year 1947 in which the 
Taft—Hartley Act was passed trade-union membership had risen 
to approximately 14 millions. That remarkable growth in trade- 
union membership is possibly more the result of trade revival than, 
as the author seems to imply, of the compulsory bargaining require- 
ments of the New Deal legislation. But, be that as it may, it 
seems clear that the greater power of the trade unions and the 
state of the labour market have so altered the balance of bargain- 
ing power as to induce federal and State legislatures, faced with 
an unprecedented wave of strikes, to reverse much of the previous 
legislation and to restrict rather than to protect trade-union 
activities. The inability of the trade unions to offer any effective 
opposition to the recent restrictive legislation is an indication of 
the degree to which their industrial strength has outrun their 
political power. 

Much of the interest to the reader in this country lies in com- 
paring American experience and methods, as expounded in this 
book, with our own. In many respects and up to a certain stage 
the lines of development are not dissimilar, but the slowness of 
growth of trade-union organisation and social legislation in the 
U.S.A. cannot be explained solely by lateness of industrialisation. 
Explanation is rather to be found in the dispersal of effort arising 
from the division of authority between State and federal govern- 
ments, and the difficulties of passing effective legislation to regulate 
labour conditions in face of a written constitution guaranteeing 
individual personal and property rights. 

The suggestion made by the author that the initial impetus to 
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the formation of trade unions arose from the prior formation of 
trade and manufacturers’ associations is so contrary to experience 
in Britain that one would wish to know more of the grounds on 
which it is based. It is well known that employers in the U.S.A. 
are at the present time extremely ill-organised into associations 
for dealing collectively with trade unions and that the common 
pattern of collective bargaining is between a trade union and a 
single employer or company. This may be one of the principal 
causes of lack of standardisation of wages rates in the U.S.A. to 
which the author draws attention, although regional differences 
which cause labourers’ wages in the north to be as much as 50% 
higher than in the south are attributable to a large number of 
factors, including the higher rate of population growth in the south. 

For those who desire, within the compass of a single volume, 
a general survey of trade-union organisation, labour conditions 
and social legislation in the U.S.A. this book will be valuable; 
for those who wish to make a more detailed study of particular 
aspects the bibliographies appended to the separate chapters will 
provide useful references. 


H. S. KirrKatpy 
Queens’ College, 


Cambridge. 


The Guarantee of Annual Wages. By A.D. H. Kaptan. (Wash- 
ington, D.C.: The Brookings Institution, 1947. Pp. ix + 
269. $3.50.) 


GUARANTEED-ANNUAL-WAGE plans have in recent years 
aroused much public interest in the U.S.A., but have achieved 
little practical application. It is estimated that in 1945 only 
about one-half of one per cent of the workers operating under 
collective agreements in manufacturing industry were covered by 
such plans. The term itself is very loosely applied and may 
signify something a great deal less than a guarantee for a year of 
full-time employment. Further, the benefit of such guarantee as 
is given need not necessarily extend to all the workers in the 
establishment. It may be, and usually is, applicable only to 
workers who have been employed for a certain length of time. It 
may cover only a handful of key men, who would in any event be 
sure of full-time employment so long as the company continued in 
active existence. 

The purpose of such plans up to the present has been to im- 
prove relationships by increasing the workers’ security, to secure 
through that improved relationship greater productive effort, to 
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avoid wasteful labour turnover and to arrange production so as 
to minimise seasonal variations. The wider purpose which is 
behind the interest which the subject at present arouses is, as the 
author explains, the attempt to generalise such schemes as a 
means of maintaining consumer demand, stabilising employment, 
regulating production and fostering a full-employment policy. 
Such a purpose is inherent, for example, in the attitude of the 
Congress of Industrial Organisations which has formulated an 
annual-wage plan for its members to aim at. 

Viewed from this aspect, the existing schemes fall far short of 
what is necessary. Large sections of industry would require to 
be covered by guarantees of full-time employment for all workers 
and, if anything more than seasonal variations were to be ironed 
out, some longer term than a year would have to be envisaged. 
The author points out that in the past the consuming public, left 
to self-determination, has, even at times when total pay-rolls 
were maintained, altered the pattern of industry by exercising its 
freedom of choice, some commodities declining in favour of others 
which at the time were increasing their volume. With compre- 
hensive wage guarantees, either such alterations in the pattern 
would no longer be possible or, if the consumer were still permitted 
to exercise his freedom of choice, certain sections of industry 
would default on their guarantee. Either mobility of labour 
would disappear and the existing pattern of industry would be- 
come stereotyped, or those sections of industry which had been 
most unstable in the past would be rendered more unstable in the 
future by the effort to bear the cost of the guarantee. 

Such a scheme, if carried to the logical conclusion, would in 
fact mean each industry, and even each company, in a water-tight 
compartment insuring its own workers against unemployment 
with a guarantee of full wages and with no obligation to accept 
employment elsewhere. The author has no difficulty in demolish- 
ing a structure of such nature, but it is doubtful whether anyone, 
even in the Congress of Industrial Organisations, has proposed it. 
Moreover, .it is difficult to see how, in the absence of compulsion 
by the State, comprehensive guarantees of such a nature could be 
imposed, and the American Federation of Labor, while accepting 
the idea of annual-wage plans, has insisted that they are not 
applicable in all situations and must not be imposed by govern- 
ment mandate. 

Incidentally, it is of interest to note that the author, in discuss- 
ing (and rejecting) the possibility of annual-wage plans being 
supported by subventions from the government unemployment- 
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compensation fund, points out that all but five of the States in 
the U.S.A. allow reductions in employers’ contributions to the 
unemployment-compensation fund in accordance with merit or 
experience rating. Such a practice, which seems more appro- 
priate to industrial-injuries insurance than to unemployment 
insurance, increases considerably the relative cost of the system 
to the more fluctuating industries, besides inducing in general an 
inverse relationship between contribution rates and cyclical 
fluctuations in employment. 


Queens’ College, 
Cambridge. 


H. 8. Kimmpxaupy 


Justice and Administrative Law. By Wrtt1aM A. Rosson. Second 
edition. (London: Stevens, 1947. Pp. xxxii + 554. 25s.) 


ProFEessoR Rosson made the subject of administrative law 
very much his own when he published the first edition of this 
book in 1928. At that time the Rule of Law as enunciated by 
Dicey held almost complete sway over the minds of lawyers, and 
it took a bold mind and a persuasive pen to convince any of them 
that a better substitute could be found for the jurisdiction of the 
“ordinary ” courts in cases where administrative authorities 
were involved. Professor Robson did, however, demonstrate 
that another opinion could be legitimately held. Though the 
suggestions he put forward at that time as to the shaping anew 
of the body of administrative law, the rapid growth of which he 
ably demonstrated, were not accepted in their entirety, his work 
has undoubtedly had a profound effect on legislation in the 
intervening period. 

The subject which Professor Robson discusses is a tangled one, 
and a great deal still remains to be done to relieve the minds 
of British lawyers of certain fundamental confusions. Dicey 
thought that administrative law—or “ droit administratif’’ as he 
preferred to call it—existed for the benefit of the administrator in 
so far as it established for him immunity from the jurisdiction of 
the civil courts. When he investigated what actually happened 
in France, the later editions of The Law of the Constitution 
show that he began to have doubts, and to understand that the 
administrative court can be of the greatest value in protecting the 
ordinary citizen from the misuse of the discretionary powers 
placed in the hands of officials. Administrative law did, indeed, 
become on the Continent at one period a measure of defence against 
despotic rule. When liberal German lawyers got to work on the 
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Weimar constitution, for instance, they even went so far as to 
lay it down in Article 107 that administrative courts were to be 
established “‘ for the protection of the citizen against regulations and 
decrees of administrative authorities.” ! 

It was a great pity that such plain and important issues were 
so badly confused by the Committee on Ministers’ Powers, when 
it expressed its agreement with Lord Hewart’s naive view that 
“ droit administratif is completely opposed to the first principles 
of our constitution.” The work of this Committee disappeared 
almost entirely behind a barren fog of controversy as to what is 
and what is not “ judicial” and ‘“ quasi-judicial.” Some minor 
recommendations as to the tidying up of legislation emerged, but 
little more. The possibility of encouraging the growth of legal 
theory and practice in relation to the social needs established by 
the creation of new machinery of public administration was never 
discussed seriously, and an important gap in our system of law 
still remains. ‘‘ Executive discretion,’ as Professor Laski put it 
in 1925, ‘‘is an impossible rule unless it is conceived in terms of 
judicial standards,” but these standards still remain to be laid 
down. It has thus been left to Professor Robson to continue his 
advocacy for further measures of reform. It is reassuring to 
learn that his experience of the operation of administrative 
tribunals (particularly the Conscientious Objectors’ Tribunals) 
have led him to the conclusion that we are on the right lines and 
that ‘‘ there is no inherent reason, if due care and foresight are 
exercised, why (administrative law) should be unfitted to take its 
place side by side with the common law and equity and statute 
law in the constitutional firmament of the English governmental 
system.” 

Two important steps forward remain, in his view, to be taken. 
The first is the establishment of a system of appeal to superior 
administrative tribunals from tribunals of first instance; the 
second is the laying down, in directions or a Letter of Reference 
from the responsible Minister, of principles which these tribunals 
are to apply. The first proposal is one which will receive wide 
support, but the second is much more controversial. Professor 
Robson rekindles the wrath of Dicey when he bases his case on 
the need to loosen the “ rigid system of inflexible private rights.” 
He criticises the English legal system because it treats ‘‘ questions 
of the highest social import as mere private controversies,” being 
“go jealous to secure fair play for the individual that often it 
secures very little fair play to the public.” This sort of thing 
implies bias to the “ ordinary ” lawyer, but that is surely not what 
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Professor Robson intends. In practice, as he points out, the 
differences between himself and his opponents such as Dr. Allen 
are not very great, and it is possible that they would be brought 
even closer together if the very great resistance of English lawyers 
to the studying of Continental theories and practices could be 
overcome. 

There can be no doubt that Justice and Administrative Law 
contains what may be termed the classic exposition of the case for 
the restatement of Dicey’s doctrines in terms more in accordance 
with the realities of existing legal practice. It must be treated 
with the high respect which so original a contribution to legal 


theory deserves. 
T. 8. Sumey 


The University, 
Liverpool. 


The Analysis of Political Behaviour: an Empirical Approach. 
By Haroxup D. Lasswett. (London: Kegan Paul, Trench, 
Trubner, 1948. Pp. viii + 314. 21s.) 


Tuis book is not, as one might be led to expect from the title, 
a systematic treatise on politics on observational lines. It 
consists of a number of articles and papers contributed by Pro- 
fessor Lasswell to various journals over a number of years, some 
written ad hoc for particular occasions and others having a more 
enduring significance. 

Yet there are certain guiding ideas pervading the essays which 
give the work a unity ingeniously emphasised by the method of 
grouping. Lasswell is anxious to do three things, namely, to 
break down the barriers between the different social sciences and 
to link them with ethics and social philosophy, to utilise and 
perfect recently developed methods for observing and recording 
social behaviour, and, finally, to explore new approaches towards 
causal analysis and interpretation. 

He is particularly impressed with the contribution that psycho- 
analysis can make to the social sciences and he thinks that, so 
far as methods of observing human nature are concerned, ‘“‘ more 
advances have been made in the last forty years than at any time 
in the history of mankind”’ (page 11). He writes in a buoyant, 
confident manner in the belief that “ through the further applica- 
tion of methods that have already achieved partial success we 
could provide instruments capable of putting into practice the 
admonitions of the moralists and the visions of the dreamers ” 


(page 44). 
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He is seen at his most ambitious in an essay which forms the 
bulk of the first part of the book and is devoted to a scheme for 
the reform of legal education. Lawyers, he thinks, are most 
directly concerned in the shaping of policy, and an examination of 
the training suitable for them may, therefore, be taken as affording 
an opportunity for an analysis of what is required for policy- 
making in a scientific age. 

Firstly it is necessary that we should clarify our knowledge of 
ends and goals. This is a problem in the last resort for ethics, 
but what Lasswell has in mind is not the abstract study of the 
ultimate principles of conduct pursued by the philosophers, but 
the derivation of what he calls “ operational rules’ from those 
ultimate principles. To do this effectively the student should be 
able to analyse complex situations in such a way as to reveal the 
ends or goals involved and to evaluate them. Lasswell appears 
to think that in democratic societies, the ends of endeavour are 
sufficiently clear to justify the derivation of operational rules 
and thus to contribute to what he calls “a science of democracy.” 

The goals being known, it is necessary further to be able to 
estimate the consequences of the various possible lines of policy 
and this implies knowledge of the trends of change and the factors 
determining change. On the scale contemplated by Lasswell this 
would involve a scientific 2alysis of changes in the population, 
whether in quantity or qual.ty, the measurement of the relative 
efficiency of different metiods of economic organisation and 
control and of changes, not only in the structure of government, 
but in other organisations cuncerned with control in so far as they 
are likely to affect the distribution of power. 

A truly formidable equipment is thus required for those en- 
gaged in the framing of social policy, enabling them not only to 
grasp the relevant facts but also to estimate their bearing on the 
ultimate goals acceptable in democratic societies. Sociologists 
have dreamed of a synthesis of the social societies as lying some- 
where in the distant future; Lasswell boldly claims that this ideal 
is now within reach and can, in fact, be used as a basis for educa- 
tional reform. ‘‘ The ultimate aim of those who seek better 
preparation for policy-making should be an attempt to achieve a 
curriculum organised on the basis of a realistic and comprehensive 
picture of the structure and functions of society, joined with the 
best knowledge now attainable of the dynamics of the social 
process and oriented towards the implementing of a consistent 
and explicit set of democratic ideas ” (page 69). 

How the operational rules are to be derived from ultimate 








268 THE ECONOMIC JOURNAL [JUNE 


values is a problem that Professor Lasswell does not examine with 
any fullness. Since he appears to take a naturalistic view of 
value, defining it as ‘‘ an object of human desire,” it would seem 
that it would be necessary to ascertain whether people know what 
they desire and are agreed in their desires. Ethics would thus 
fall within the scope of factual enquiries, to be pursued by methods 
analogous to those to which the rest of the book is devoted. This 
consists mostly of a description of techniques of enquiry, apart 
from an interesting chapter entitled ‘‘ General Framework ”’ in 
which the fundamental notions employed in the study of inter- 
personal relations are set out, and one or two chapters report- 
ing investigations carried out by Professor Lasswell and his 
associates. 

Although here and there Lasswell reminds us that observational 
methods in the social sciences are still in the embryonic stage, his 
general estimate of the recent contributions to methods of observa- 
tion and analysis is highly optimistic. He has in mind the methods 
of the field ethnologists, the prolonged interview of the psycho- 
pathologists, the techniques of attitude measurement and of 
market research, and vocational guidance and selection. Although 
these are no doubt of importance in their own proper domains, 
it is difficult, on the evidence presented in this book, to estimate 
their value when their use is extended to wider fields. Lasswell 
has an allusive way of writing which increases the difficulty. He 
suggests, for example (page 227), in dealing with the problem 
whether the trend is now towards world union under the banner 
of Communism, that we can learn a great deal from what anthro- 
pologists have to tell us of primitive societies. It would be 
interesting to know what substance there is in this. 

The stress laid on psycho-analysis raises similar doubts. A 
training in psycho-analysis may indeed be of use to social scientists 
in making them aware of the part played by their personal make- 
up in the selection and interpretation of data. The application 
of psycho-analytic theories to the interpretation of social structure 
and social change is another matter. What has so far been done 
in this connection gives the impression, reinforced by Lasswell’s 
own treatment of the ‘‘ psychology of Hitlerism ” and the refer- 
ences to studies of destructiveness and aggression, that the 
theories are imposed ready-made on the facts, rather than elicited 
from them, and that no adequate methods have yet been devised 
for testing their applicability. 

The book as a whole is thus over-enthusiastic, yet many will 
find it invigorating, and there will be general sympathy with its 
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main object, which is to link social philosophy and social science 
and to make them more effective in the shaping of policy. 
Morris GINSBERG 
Lendon School of Economics. 


Rural Life in Northern Ireland. By JouHnN M. Moery. (London: 
Oxford University Press, 1947. Pp. xiv + 240. 15s.) 


Tuis book records the results of a survey of rural Ulster 
sponsored by the Northern Ireland Council of Social Service and 
carried out by Mr. Mogey and his assistants over the period 
1942-45. The first two chapters provide the necessary back- 
ground by summarising the more important economic and geo- 
graphical facts relating to the province as a whole and the rural 
area in particular. Chapters III to VII inclusive, comprising 
about four-fifths of the text, set out the main facts collected in 
detailed surveys of five small regions alleged to be representative 
of all types of land and social and economic organisation in the 
non-urban parts of Northern Ireland. These facts mainly cover 
types of households, housing standards, the standard of living of 
various elements in the rural population and population move- 
ments. A final chapter attempts a short synthesis of the data set 
out in the previous chapters. 

The author reckons (p. 4) that the five small regions referred 
to above represent almost 90% of the area and 90% of the rural- 
dwelling population of Northern Ireland. The percentages of the 
total rural area and population “represented” by each of the 
regions is given. From these the reader is invited to build up a 
picture of the Ulster countryside from minute descriptions of five 
very small parts of it. Since the latter cover only 1,018 families 
out of an estimated 144,000 resident in rural Ulster, Mr. Mogey 
is asking us to take a great deal on trust. The estimate of the - 
representative nature of the material collected by the surveys 
appears to have been based mainly on personal knowledge of the 
province. We may surmise from the results of the surveys that 
types of land and farming conditions chietiy dictated the choice 
of areas for detailed investigation, and it may be significant that 
Mr. Mogey’s choice was favourably commented on by the Ulster 
Farmers’ Union and the Ministry of Agriculture. This would 
account for the fewness of factory workers in the sample areas— 
an important point since they generally enjoy a higher standard of 
living than agricultural workers. The present writer has the 
impression that there is rather more industry in rural Ulster than 
Mr. Mogey would have us suppose (though there is little enough) 
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and wonders what would have been the effect of choosing (say) 
the Bessbrook area in preference to the Hilltown area or, alter- 
natively, which of the selected areas is alleged to be representative 
of the Bessbrook region. On the whole it might be wiser to con- 
sider the individual surveys on their merits and to be very cautious 
about generalising from the parts to the whole. 

The book will probably make rather dull reading for those 
with a limited appetite for facts. One fact follows another in 
rather dreary succession until one cannot “see the wood for 
trees.”” In short the book appears to lack focus as well as imagina- 
tion in the treatment of the data, and however useful it may be 
as a source of reference it cannot be commended as a source of 
inspiration. For the taste of the present writer it is much too 
typical of the town and county planning school of investigators. 
To the latter any survey of (almost) anything is useful and a 
survey is an unrelated but carefully classified collection of facts. 

We are told in the introduction that the purpose of the survey 
was to ascertain the reaction of the rural population to its environ- 
ment, and to ascertain what factors in that environment have led 
to the drift away from the countryside. On the whole we are not 
much enlightened on this (supposedly) central issue, though em- 
bedded in the text the careful reader will find much interesting 
material bearing on it. There are many interesting aspects of the 
problem which are either completely ignored or else are implicit 
in the data but do not arouse comment. As examples of this 
we might instance the apparent lack of balance in Ulster’s rural 
economy between agricultural and non-agricultural pursuits, the 
flight of the linen industry from the countryside, the apparent 
failure of the new industries legislation to restore the situation and 
the position of Belfast (containing one-third of the total popula- 
tion of Northern Ireland) in relation to the rest of the countryside. 

In spite of all this, however, this book is to be commended 
as a valuable contribution to our very sketchy knowledge of rural 
economy in Northern Ireland. To take one point at random, the 
picture here conveyed of poverty and squalor in parts of Fer- 
managh will come as a revelation to many. It is easy to expect 
too much of a pioneer work of this description and considering the 
extent of the field which Mr. Mogey has chosen to study, one is 
more impressed by what he has achieved (almost unaided) than 
by what he has left undone. He may take credit for having 
cleared a good deal of ground and for having uncovered a host of 
problems deserving of further and more thoughtful investigation. 

A. BEACHAM 
Cardiff. 
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The English Business Company after the Bubble Act, 1720-1800. 
By A. B. DuBois. (New York: Commonwealth Fund, 
1938. Pp. 522. 2ls.) 


The Development of the Business Corporation in England, 1800- 
1867. By B. C. Hunt. (Cambridge, Mass.: Harvard 
University Press (Oxford University Press), 1936. Pp. 
xii + 182. 10s. 6d.) 


THESE two books by American scholars, published a decade or 
so ago and receiving at the time but brief notice in our economic 
periodicals, deserve a belated review at the present day, in view 
of the complementary literature that has appeared of recent years 
and the significant changes which are now taking place in the 
structure of the business unit and its relation to the State. The 
complementary literature includes such work as the histories of 
the Bank of England and the Big Five, the centenary volumes of 
important insurance societies, the North British and Mercantile, 
the Alliance, the Legal and Genera! and the Liverpool and London 
and Globe, the definitive history of Lloyd’s, Professor Hamilton’s 
Copper and Brass Indusiries of Birmingham and his later 
Industrial Revolution in Scotland. To these books we may add 
special articles such as O. A. Westworth’s Albion Steam Flour Mill 
(Economic Journal History Supplement, 1932), H. A. Shannon’s 
two articles on The Coming of General Limited Liability (ibid., 1931 
and 1932); and the list may be rounded off by reference to the 
two fattest volumes which find a place on our shelves, namely, 
A. F. Calvert’s Salt in Cheshire and David Murray’s labour of 
love, The History of Book-keeping, Accountancy and Commercial 
Arithmetic. Still more important is the lead they give to 
prospective monographs. We badly need a good book at a high 
level on the Railway Age, in which engineering, parliamentary 
procedure and financial policy are developed on parallel lines. 
We lack equally a detailed history of single canal companies or 
turnpike trusts, and it is only by detail that we shall ever come to 
understand clearly how they were managed and financed. 

In both of these books there is an ideal fullness of reference, 
much of it from legal sources, and here the economic historian 
gets one of his rare chances of fruitful contact with commercial 
law. Needless to say, to both writers Maitland’s famous essay on 
Trusts (Collected Papers, Vol. 3: Trust and Corporation) is a 
beacon light. A teacher of economic history cannot pay the 
books a higher tribute than by saying that they provide meat for 
three crucial lectures on the economic history of modern Britain. 
Since Mr. Hunt’s book is a Harvard economic study, Vol. 52, 
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it will be in any library, but Mr. DuBois’ book will be less well 
known on this side of the Atlantic and therefore I give its chapter 
headings: 1, Shadow of the Bubble Act; 2, The Business 
Corporation; 3, The Unincorporated Business Company; 4, 
Problems of Business Company Organisation; 5, Problems in 
Business Company Finance; 6, Conclusion. Mr. Hunt takes off 
from where Mr. DuBois ends, and the two together tell a single 
fascinating yet complex story, made all the more attractive 
because the writers have in mind the very different evolution of 
the Business Corporation in the United States. 

The legal landmarks are the Bubble Act of June 1720, the 
Repeal of the Bubble Act 1825, the Act for better enabling Her 
Majesty to confer certain powers and immunities on trading and 
other companies of 1837, the Joint Stock Companies’ Registration 
and Regulation Act of 1844 and the comprehensive consolidating 
Act of 1862, which established general limited liability—the 
Magna Charta of English company law, as it has been termed. 

We, as a people, are adepts at compromise, political, religious 
and economic. We are weak at preliminary definition and 
classification. Like the English Constitution, the English Joint 
Stock Company somehow grew. Exactly how down to 1720 we 
know full well from the massive pages of W. R. Scott’s three 
volumes. But after 1720 we enter an uncharted and nebulous 
sea, in which for a hundred years the important thing was not 
the formal corporation, but the informal and yet excellently 
constituted unincorporated business company. No Solon, no 
Bentham, no planner ahead of his age prescribed or even fore- 
shadowed their growth, but the business man did not do it alone 
or in the dark. He had the help throughout of counsel’s opinion 
and with this expert guidance he avoided litigation, adjusting 
difficulties by arbitration, and thus grew up a code of counsel law 
and business practice which the courts accepted; and it is a 
testimony to the wisdom with which these companies were 
conducted that throughout the eighteenth century they were 
rarely associated with wild-cat schemes. In the nineteenth 
century there were Joint Stock manias, but the abuses were as 
often as not by bodies which had in one way or another received 
formal incorporation by royal charter or parliamentary statute, 
or by admission under the legislation of the time to the privileges 
of incorporation. 

At law this tertiwm quid the unincorporated business company 
had no existence. It was simply an extended partnership, and 
the unwieldy unit was made to work by the device of trustees. 
There was no question of limiting responsibility in the eighteenth 
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century except for a time in Scotland, and in England under 
customary mining law in Derbyshire and Cornwall. The 
promoters themselves rarely even desired it. They realised that 
it might detract from their credit worthiness. Nor were they 
anxious as a rule for the formal incorporation which would 
automatically have brought limited liability. If it was a dis- 
advantage not to be able to sue, it was an advantage to be hard 
to be sued, and absence of incorporation kept the company out of 
the limelight of abuse as a monopoly. There was indeed one big 
field in which without limitation of liability the job could not 
have been done, namely, the building of inland navigations called 
canals, but canals, like railways, had to be statutory companies 
with power to buy out landowners, with prescribed tolls and 
charges and the like; and such companies, organised on a capital 
basis with transferable shares, automatically acquired limited 
liability in respect of their enterprise. The one field in which one 
can confidently say that England would have been richer by 1825, 
had it enjoyed the greater freedom of Scotland, is in respect of 
banking companies whether chartered, or, as in the majority of 
Scottish cases, unchartered; and this handicap was due to the 
jealously guarded monopoly of the Bank of England. 

The fields in which, when the Bubble Act was repealed in 
1825, the unincorporated business company had rendered most 
service were: in Scotland banking, in England and Scotland 
insurance societies, marine, fire and life, some being profit-making 
institutions and others being mutuals (in 1824, as a preliminary 
to the Act of 1825, the Joint Stock marine insurance monopoly 
enjoyed by the London Assurance and Royal Exchange had been 
abolished, but it was no great landmark since the majority of 
marine insurance was underwritten at Lloyd’s), friendly societies, 
for which special legislation was provided in 1793, building 
societies, mining and metal companies, and a limited number of 
straight industrial companies, such as the Albion Steam Flour 
Mill in which Boulton and Watt played so prominent a part. 

With the repeal of the Bubble Act the tide of company enter- 
prise rose, but even the liberal Huskisson was loth to grant 
limitation of liability and this had to wait for another thirty 
years. Meanwhile partial legislation first in 1837 and next in 
1844 gave the Joint Stock company with its prospectus, articles 
of association and by-laws a regular footing with due legal status 
in the commercial world, and the protection of the investing 
public was secured by the sound method of publicity, reinforced 
by the growing practice of really adequate accounting and 
auditing. The professional accountants were chartered in Edin- 
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burgh in 1854 and Scottish accountants to this day maintain 
their separate existence, but in 1880 in England and Wales the 
different groups combined to form the Institute of Chartered 
Accountants. In 1900 for the first time the audit of company 
accounts was made a matter of legal compulsion, and by this time 
it was true to say that many dividends of Joint Stock companies 
were in effect declared by one or more leading firms of auditors. 

The move from general unlimited to general limited liability 
was pretty rapid. It began in 1854, was advanced by partial 
legislation in 1855 and 1856, extended to banks in 1858, and 
generalised in 1862. It reflected a great reversal not so much of 
business structure as of attitude. In a sense it was a paradox, 
the mastery of one freedom by another, the overcoming of 
unlimited individualism by the larger freedom of groups to 
manage things in the way appropriate to groups. One might 
ask what would have happened if Parliament had tried to 
postpone general limited liability for, say, another twenty years. 
Maitland has told us the answer: with the approval of 
the common law the companies would have contracted them- 
selves out of unlimited liability by giving the necessary notice to 
all who dealt with them. 

We have, however, left out one enormous episode, the Railway 
Age. This it was that created modern investment England. 
Hitherto the Stock Exchange had been concerned primarily with 
Government securities and trading or mining ventures overseas. 
Now there sprang into life a national railway market dealing in 
ordinary stocks, preference stocks and debentures. While the 
railroads were building, the provinces were starting their own 
Stock Exchanges, Manchester and Glasgow in 1844, and after 
them Leeds, Wakefield, Bradford, Halifax, Huddersfield, Leicester, 
Birmingham and many other inland towns. The country was 
sold to investment in railway shares. The huge capital required 
for this investment was provided from growing overseas wealth, 
from the signal economies in fluid cupital secured by the growth 
of Joint Stock integrated banking with deposits transferable by 
cheque and from the economies of space and time created by the 
railways themselves. On January 1, 1843, the railway mileage 
was less than 2,000. Six years later it was 5,000, and another 
7,000 had been sanctioned. The railways were, indeed, the 
climax of the Industrial Revolution. One great step further in 


1 For subsequent developments in the non-railway field (finance, shipping, 
industrials, etc.), see J. B. Jefferys, “‘ The Denomination and Character of 
Shares 1855-1885 ” (Economic History Review, XVI, 1, 1946). 
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the haleyon age remained, the translation of the Railway Age 
overseas by the aid of British technique, of British capital and 
sometimes of British coal and iron. By the end of the 1860’s 
Britain was the world’s investment centre as well as the world’s 
centre of shipping and mechanical industry. One might venture 
on the epigram that by the device of the Joint Stock company 
with limited liability (whether limited by special statute or by 
general company law) the investing public were able to encash 
the genius of Watt and Stephenson. 

There is rightly a demand nowadays for an economic history 
which will be itself like the unincorporated business company a 
sort of tertiwm quid between the single story of British development 
and the specious generalisations of the school of Weber. How 
are we to write it? I think it should be done, at least from the 
century from 1760 to 1860, on the broad back of Britain. Let 
us not forget how wide the connotation of freedom is, freedom 
of association, freedom of trade, free gold, a free Press, 
unrestricted immigration and emigration. This century of the 
Industrial Revolution was the century of multilateral freedoms. 
Laissez-faire is a miserably inadequate term to express it. It 
was dynamic and conscious. It knew, broadly speaking, where 
it was going. It corrected its commercial course by new 
refinements in accounting and auditing. It made the least 
possible appeal for public assistance. It bred leaders. It raised 
the status of traders, manufacturers and business men generally 
to the level at which the aristocracy could barely hold their own, 
even though with customary British tolerance they were granted 
an ample share in the so-called direction. But once again the 
reality was behind the scene. The directing spirit of most great 
companies was single or at any rate confined to two or three; and 
in our own day, when the public authority is assuming ever new 
industrial responsibilities, we see the leader emerging successfully 
from the ranks of so-called private enterprise. The present fear 
of bureaucracy, where it is not pure politics, is mere post-war 
nerves. We have not in us the ability to stage a bureaucracy, 
even if we tried. Our greater danger is that we shall ride too 
buoyantly on our past and forget that all the achievements of 
organisation and law rest on certain fundamentals of which not 
the least is an assured supply of reasonably cheap motive power. 
If it is not to be King Coal, then it must be King Water, or King 
Oil, or failing these three the God Almighty Atom. 


Cambridge. 
No. 230—vo.u. Lv. T 


C. R. Fay 








NOTES AND MEMORANDA 


VALUES AND Prices: A SOLUTION OF THE SO-CALLED 
TRANSFORMATION PROBLEM 


Wuart has been termed the “ transformation problem ”’ has 
had a place of some importance in the history of economic thought 
on the Continent, but has remained hitherto almost completely 
unknown in this country. It concerns the much-debated question 
whether the price structure under the conditions of industrial 
capitalism and perfect competition (based on cost price plus the 
prevailing rate of profit) can be logically derived from values 
determined by labour, as postulated by Ricardo and Marx. 

Béhm-Bawerk, in his criticism of Marx’s economic theory, 
alleged that the theory of ‘ prices of production ”’ (= cost price + 
the average rate of profit) of Marx stood in contradiction with the 
theory that exchange-values are determined by the quantity of 
labour socially necessary to produce a commodity. For when 
the ratio of capital invested in means of production to wages- 
capital differs in different industries, equal values correspond 
to equal prices only in those industries in which this ratio coincides 
with the average ratio. 

The attention of English readers has recently been drawn to this 
problem by the discussion of this question in the interesting book 
of Paul Sweezy, Theory of Capitalist Development (Chapter 7). 
His discussion is mainly based on a solution offered by an Austrian 
economist, Bortkiewicz (in an article in Jahrbicher ftir National- 
Gkonomie und Statistik, July 1907). What follows is an attempt 
to provide an alternative solution, on different assumptions from 
those employed by Bortkiewicz and Sweezy. 

When Marx in Volume I of Capital assumed that commodities 
are exchanged at values determined by labour, he was well aware 
that this can be regarded only as a first approximation. But the 
deviations of market prices from values are not relevant to the 
problem with which Volume I is concerned: the relation of the 
two main classes of capitalist society. In Volume III of Capital 
Marx explains how with a free flow of capital between different 
industries an average rate of profit is established. 

Marx calls the capital spent on equipment, raw materials, etc., 
constant capital (c), the capital spent on wages, variable capital 
(v), the ratio between these two parts of capital (c/v) the organic 
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composition of capital. Marx assumes that the ratio of surplus 
value (s) to variable capital, which he calls the rate of surplus 
value (s/v), tends to be the same in all branches of industry. The 
organic composition of capital varies: it is higher in those 
branches of industry which are technically more developed. The 
rate of profit, the ratio of surplus value to total capital 
p = 8/(¢ + v) would be smaller in technically higher-developed 
industries if commodities were exchanged at their values. 

An equal rate of profit is established, according to Marx, by 
prices rising above value in industries with an over-average 
organic composition and prices falling below value in industries 
with an under-average organic composition. Surplus value is 
produced in equal ratio to labour employed, but it is distributed 
between the capitalists in equal ratio to their total capital. The 
ratio of the aggregate surplus value of society to the aggregate 
total capital is the average rate of profit (py). Then the “ price of 
production ”’ of a commodity produced with a capital c + v will 
be equal to (c + v) (1 +p). Marx’s law of value says that the 
exchange relation of commodities (and also the distribution of 
social labour among the various branches of production) is deter- 
mined in the last analysis by the labour required to produce them. 
Under certain conditions which prevailed between independent 
small producers in pre-capitalist societies (what Marx calls “ simple 
commodity production ”’) exchange of equal values was the rule. 
If under capitalist conditions there are other more complicated 
relations determining the quantitative exchange relations, this 
does not make an economic theory based on the determination of 
value by socially necessary labour inconsistent, provided there is a 
clear and consistent method of deriving prices from values. 

Bortkiewicz and Sweezy base their analysis of the trans- 
formation problem on Marx’s scheme of simple reproduction, 
i.e., such relations between the main departments of production 
as will make a continuation of production on the same scale 
possible. 

With Marx’s method of transformation, the equilibrium of 
simple reproduction if it obtains with an exchange of equal 
values would not obtain with an exchange at prices of production. 
Sweezy finds this result logically unsatisfactory (l.c., pp. 114 f.). 

This objection seems to me not justified. Every change in 
the price structure normally disturbs an existing equilibrium. 
A change of prices may necessitate a changed distribution of social 
labour to restore the equilibrium. 

But there is another objection. Marx calculates an equal rate 
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of profit in relation to the value of the invested capital. But if 
generally in a capitalist society prices of production prevail, the 
rate of profit should be related to the prices of production of the 
elements of which capital consists. Marx was not unaware of this 
difficulty, but it seems that he regarded his method of calculation 
as a sufficient approximation. 

Nor is it logically inconsistent. If we start from a state where 
equal values are exchanged and if prices then are changing in such 
a way that an equal rate of profit is established, Marx’s method of 
calculation is valid. It is an ordinary occurrence that during a 
turn-over of capital, prices are changing and that, in calculating 
the rate of profit, prices at a different level at a later stage have 
to be compared with the value of capital (mainly fixed capital) 
put into production earlier when another level of prices prevailed. 

This simple method of calculating the average rate of profit 
does, however, not correspond to capitalist reality. For as soon 
as capitalist production is established, the basis of price determina- 
tion is not the exchange of equal values, but the realisation of 
equal profits. Engels pointed out that when capitalists began to 
invest money in industry there existed already a rate of profit 
which they were aiming at, the rate established by merchant 
capital.1_ So the rate of profit under normal conditions of 
industrial capitalism must be calculated under the assumption 
that capitalists have to pay prices of production for their input. 

Bortkiewicz’s method of transformation scems to me, however, 
unsatisfactory, because it makes unjustified and unnecessary 
assumptions. 

Bortkiewicz bases his calculations on the equations of simple 
reproduction. In fact they are not relevant to this problem. A 
transformation which was valid only under this assumption would 
be insufficient. For the normal case is expanded reproduction 
when there is some “ net investment.” 

Bortkiewicz distinguishes three main departments of industry : 
means of production, means of working-class consumption (wage 
goods) and capitalists’ consumption goods. He assumes that 
gold, the money commodity, is one of the luxury goods so that 
prices in the third department are not affected by the change-over 
from values to prices of production, an arbitrary and unjustified 
assumption which makes the sum of prices deviate from the sum 
of values. 

A straightforward algebraic analysis without any specific 
assumptions gives a satisfactory solution. 

1 “* Supplement to Capital, Vol. IIL” in Engels on Capital, p. 109. 
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If we denote the deviations of prices from values in the 
scheme of three departments with x, y, z respectively, and the 
prices of production corresponding to the values c, v, 8 with 
the capital letters so that C = cx, V = vy, we get : 


Values. Prices of production. 
Ie, + +8 = Cy + oy +8, = ae 
II. cy + U2 + 8 = a cox + vey + S, = ay 
III. cs + V3 + 8 = dg Cyt + vgy + Ss = agz 


As the rate of profit must be equal in I and II, we have 


ee 
CE + UY Cot + VY 


From this an equation of the second degree can easily be derived 





l+p= 


for m = 4 
y 





_ Ugly — AyVp + V (Age — 4y¥2)? + 4044,04C, 
2a jC, 





m 


With m given, the average rate of profit is already determined : 


Cym + Vy 


The formula shows that the rate of profit in department III 
which supplies consumption goods for the capitalist class and the 
amount of capital invested there has no influence on the average 
rate of profit. This is an interesting thesis to which Bortkiewicz 
already drew attention. It follows from the assumption that the 
deviation of prices from values affects equally input and output 
without the special assumptions Bortkiewicz- made. 

We need a further equation to find the prices of production. 
The equalisation of the rate of profit determines the price relations 
between the three departments (x: y:z), the price level for the 
system as a whole has still to be determined. The obvious pro- 
position in the spirit of the Marxian system is that the sum of 
prices is equal to the sum of values. This is not a tautological or 
meaningless thesis. It says that the sum of all prices changes 
only if and in so far as the number of hours necessary to produce 
the aggregate output or the value of the money commodity 
changes. As a matter of fact, the price level goes up and down 
in the trade cycle at variance with the sum of values and the 
equation holds true only in the average over a whole cycle. 

So we have : 

a,x + a,y + a,%2 =a, +a, +a, =a 


a= "5 
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Substituting y = = and eliminating z by putting the rate of 
profit in III equal the rate of profit derived from I and II, we get : 


- am(cym + v;) _, _ Ay(cym + v)t 
a,m(cygm + v3) + (aym + az)(cym + Vv)’ a,(cym + 0) 





If we apply this transformation to the equations of simple 
reproduction, we find that they are invariant not only to this 
specific transformation, but to every transformation which affects 
the prices of input and output in the same way. 

This transformation is, however, equally applicable to the 
conditions of expanded reproduction. These are essentially 
functional relations between the rates of accumulation in the 
various departments. These relations do not remain unchanged 


by the transformation. 
J. WINTERNITZ 
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The Royal Economic Society offers its most sincere con- 
gratulations to Dr. L. Einaudi on his elevation to the high office 
of President of the Italian Republic. We believe that it is the 
first occasion on which one trained in the disciplines of political 
economy has become head of a great European State. 
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We record with great regret the death on March 22, 1948, at 
Georgetown, U.S.A., of Professor G. W. J. Bruins, who had 
served, since 1924, as the Correspondent in Holland of the Royal 
Economic Society. Born at Zurphen on July 6, 1883, he was 
educated at Leyden University. He was for ten years Professor 
of Economics at the Netherlands Economic School at Rotterdam. 
He served as an International Commissioner of the German 
Reichsbank under the Dawes Plan from 1924-30, and was Royal 
Commissioner of the Netherlands Bank, 1926-46, with the 
exception of a period during the War when he was expelled by 
the Nazi authorities. He was elected in 1946 to the Board of 
Directors of the International Monetary Fund as a representative 
both of his own country and of the Union of South Africa, and was 
serving as such at the time of his death. 
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JANUARY 1948. Economic Planning in War and Peace: E. DEvons. 
Compensation Terms for Nationalised Industry: J. K. EastuHam. 
Analysis of Demand and Supply in Textiles: K. S. Lomax. Price 
Formation and Price Maintenance on the Aluminium Market : 8. Moos. 
The British Four Year Plan? : E. Devons. 


The Political Quarterly. 

JANUARY-MarcH 1948. The Machinery of Government, 1939-1947 : W.A. 
Rosson. The Webbs and their Work: D. G. MacraE. Britain, Egypt 
and the Sudan: Nixoticus. The Revision of the Geneva Conventions : 
J. M. E. Ducnosat. The Great Powers’ Veto: what should be done? : 
W. Arnoup-ForsterR. Social Security in France and Britain: GER- 
TRUDE WILLOUGHBY. Attitudes towards America and Russia: H. D. 
WILLCOCE. 

Aprit—JUNE 1948. The United States in 1948: H. Zinx. The Criminal 
Justice Bill: Marcery Fry. Work and Incentives in a Democratic 
Society: J.D. SurHeRtaND. The French Crisis: DorotHy PICKLEs. 
A Policy for Agriculture: P. Sztr. Socialism and Pseudo-Socialism : 
M. Linpsay. Altitudes to the German People : H. D. Wittcock. 


Population Studies. 

DECEMBER 1947. The Influence of Social Conditions on Mortality Rates: 
E. J. Bucxatzscu. The Relations between Male and Female Reproduction 
Rates: P. H. Karmet. Analysis of the Births in England and Wales, 
1939, by Father’s Occupation. Part 2: W.A.B.Hopxtn and J. Hasna. 
The Enumeration of the Beersheba Bedouins in May 1946 : 8S. W. Dasant. 
A Review of the Censuses and Demographic Statistics of China: A. J. 
JAFFE. 

International Affairs. 

JANUARY 1948. The Implications of Etre’s Relationship with the British 
Commonwealth of Nations: N. ManseraH. The European Economic 
Report: Sir Husert HENDERSON. Education in Occupied Germany : 
Hewten Lipperzi. Oil and the Middle East: Str ArtTHuR HEARN. 
Marking Time in Malaya: G. Hawkins. The Future of Western 
Samoa : Sir JostaH Crossy. The Crisis of Man in the Modern World: 
N. BERDIAEFF. 

Pilot Papers. 

SEPTEMBER 1947. A Re-definition of “‘ Progress”: J. Huxtry. Social 

Research in the Colonial Field : AupREY Ricuarps. The Coming of the 
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Rootshift: N. Harvey. Closed Shop: D. Port and Rut Cromsre. 
Who Lastens to the Third Programme? : Praaire MacivErR. Serving on a 
Jury: Inez HoupEn. Rent Tribunals: F. N. BEaurort-PALMER. 

S DECEMBER 1947. Operational Research: M. Gou~psmiTH and R. INNEs. 
Social Developments in New Neighbourhoods: T. Burns. Industrial 
Teen-Agers: J. Atkins. Portrait of a Democrat: S. E1ster. The 
Professional Cricketer: J. ARLoTT. The Education of Prominent Men : 


ay J. Z. BEREDA-FIJALKOWSKI. 
. A The Eugenics Review. 
M. H. Aprit 1948. Some Reflections on Genius: W. Russett Brain. Some 
rkoff Recent Studies of Intelligence: H. J. Eysencx. Our Crowded Island : 
nce ; Sir CHARLES ARDEN-CLOSE. The Galton Lecture, 1948. 
"@ Bulletin of the Oxford Institute of Statistics. 

Vou. 9, No. 12. Western Germany and Reconstruction: F. A. BuRCHARDT 

and K. Martin. Britain and the Geneva Tariff Agreements : T. BALOGH. 
Pro- Vout. 10, No. 1. Cuts in Capital Expenditure: F. A. Burcuarpt. Some 
and International Aspects of the Strike Movement : K. FoRCHHEIMER. 
_ oe Vout. 10, No. 2. The Grant Provisions of the Local Government Bill : 
gan- Ursuta K. Hicks. Food and Energy, Some Nutritional Aspects of 
rical Rationing : T. Scuutz. 
London and Cambridge Economic Service. 

Vout. XXVI, Butietin I. United Kingdom: The Economic Position. 
NS, New Index of Industrial Production. Aggregate Supply and Demand 
AM. at end of 1948. 
rice The Banker. 
08. Fespruary 1948. Bankers and the Crisis. Franc Devaluation: the 

economic background. The New Bilateralism: P. BAREAU. 

Marcu 1948. Deflation by Exhortation: a critique of the new Wages— 

Prices policy. Argentina Approaching Creditor Status: A.R.Conan. The 
A, Unbalance of Payments. The French Monetary Experiment: J. CLAUDE. 
ypt ' Apri 1948. Invitation to Survival. Britain’s Invisible Exports: P. 
” J Bareav. Self-Help in Western Europe. 
zn. The Bankers’ Magazine. 
D. Fespruary 1948. Banking Profits in 1947. Guidance for Exporters. 

Recent Legal Decisions of Interest to Bankers : C. B. DROVER. 
nal Marco 1948. The Bank Balance Sheets, 1947-1948. Reflections on 
tic Devaluation : C.L. Lawron. Discontinued Note Issues: J. K. Horse- 
ES. FIELD. 
n: —_ 1948. The Hollowness of Planning. Town and Country Planning 

ct, 1947. 
Barclays Bank Review. 

om Fesruary 1948. Will Dollars always be Scarce? The Plan for British 
x Agriculture : technical problems involved. 
C8, District Bank Review. 
iL. Marcy 1948. World Monetary Problems and their Solution. Conjuring 
NT. with Controls. The Creation of Credit. 
1 Lloyds Bank Review. 

January 1948. Bretton Woods, Havana and the U.K. Balance of Payments : 
wT J.E.Mrapr. Economic Reconstruction in Italy : C. BRESCIANI-TURRONI. 
rm War-time Changes in Agricultural Marketing: E. J. WHETHAM. 

j: Midland Bank Review. 
N. Fesruary 1948. The Changing Shape of Britain’s Monetary System. 
- Part II: Post-war Transition. 

Westminster Bank Review. 

Feprvary 1948. The Long and Short of It: J. H.Jonns. Stability and 
al Efficiency in Agriculture. Local Rates and Reform. Background to the 
6 Ou Shortage. Food in 1948. 

¢ 
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Vou. 8, Part III. 


TACHARYYA. The 


R. C. Bose. Not 


Vou. XIV, No. 277. 
Vou. XIV, No. 278. 
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Planning. 
Local Government in Bizonia. 
Family and Nation. 
The Human Factor in Industry. 
The Service of Youth Today. 


Soundings in the Politics and Economics of the World. 
Aprit 1948. The Economic Survey for 1948: R. F. Harrop. Crippsian 
Games with Wages and Prices: N. Brrow. The Fate of the British 
Railways: KR. Futrorp. European Socialism: barrier or precursor? ; 


African Prospects : BriGaDIER G. 8. BRUNSKILL. 


The Canadian Journal of Economics and Political Science. 


Unifying the British Civil Service: some trends and 


problems : J.E.Hopeetrs. South African Capital Imports, 1893-1898 : 


The Theoretical Problems of a National Wage-Price 
EDER. Canadian War-Time Fiscal Policy, 1939-1945 : 
To Save or Not to Save? : Bensamin Hicerns. God- 
cerning Political Justice : F. M. WATKINS. 


The Economic Record. 


DECEMBER 1947. International Economic Co-operation and the Australian 


Woop. The Australian Social Services Contribution 


and Income Tax Acts, 1947: H. 8S. Carstaw. The International 
Monetary Fund and the Treatment of Cyclical Balance of Payments 


. W. Arnpt. The Direct Control of Interest Rates: 
ve Bargaining in the Sydney Printing Industry, 1880- 


1900: N.G. Butur. The Benelux Economic Union: A. LopEWwycxx. 
Landlords and Tenant Farmers of Japan: K.Stncer. The New Zealand 
Gold Rushes: E. P. NEALE. 


The South African Journal of Economics. 
SEPTEMBER 1947. An Approach to the Indian Problem in South Africa : 


Some Aspects of the Recent Inflation and Stabilization 
Currency: F. F. Winxte. World Situation of Fats 


and Oils: 8. D. NeumaRK. 
DECEMBER 1947. Some Observations on Foreign Exchange Rates in Theory 


W. J. Wisnnoutps. The Hardships of Britain—Mr. 


Harrod’s Ideas: W. J. Busscuavu. Die Tegniek om die Vermindering 
ven die Aandelekapitaal effektief te Maak : H. J. J. REYNDERS. 


The Indian Journal of Economics. 


JuLy 1947. Conference Number. India in a World Trading System: R. 
BALAKRISHNA. Articles on India’s Commercial Policy: R. N. Cuat- 
TERJI, K. N. BHATTacHARYA, R. V. Rao, V. M. Parangps, N. V. A. 
NarasMHAM, S. Sen Gupta, L. A. Natesan. Cheap Money Policy: 
M. H. Vaswant!, B. W. Rao, V. G. SAHASRABUDHE, V. M. PARANJPE, 
H. Misra, B. Duar and M. Siraramayya and S. L. N. Srna. Agyri- 


V. JAGANNADHAM, §S. C. Dasu, P. C. Matnorra, 
MAN, K. Dutt, A. C. Das, K. MUKHERJEE, S. M. V. 


Kise, B. GovinpDarow, S. Misra and 8. N. MUKHOPADHYAYA. 


Sankhya (The Indian Journal of Statistics). 


OctToBER 1947. On Some Analogues of the Amount 


of Information and Their Use in Statistical Estimation: A. Buat- 


Existence of Collectives in Abstract Space: C. F. 


Kossack. On Recursion Formulae, Tables and Bessel Function Popula- 
tions associated with the Distribution of Classical D*-Statistic: P. K. 
Bosz. On a Resolvable Series of Balanced Incomplete Block Designs : 


es on Testing of Composite Hypotheses: S. N. Roy. 
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The Hyderabad Government Bulletin on Economic Affairs. 

Vou. I, No. 1. NovemsBer 1947. International Organisations. Money, 
Banking and Insurance. Planning and Production. Finance and 
Resource, Trade and Tariffs. Transport. Labour. 

DECEMBER 1947. Similar information. 


International Labour Review. 

OcroBER 1947. Vocational Guidance in New Zealand : R. WINTERBOURN. 
Italian Regulation of Emigration:-A. OstatH. The Second Session of 
the Permanent Agricultural Committee. Social Security Plan for Indian 
Seafarers. Second Session of the I.L.O. Metal Trades Committee. 

NovEMBER-DECEMBER 1947. John Gilbert Winant. The Placement of 
Disabled Workers. The Swiss Old-Age and Survivors’ Insurance Scheme : 
A. SaxerR. Manpower Report of the Committee of European Economic 
Co-operation. Social Conditions of Transport Workers in Germany. 

JANUARY-FEBRUARY 1948. Recent Social Developments in Finland ; N. A. 
Mannio. Vocational Guidance for Juveniles in the United Kingdom : 
H. M. D. Parker. Progress of Health Security Legislation in the United 
States. Rehabilitation of the Disabled in Mining Industries. 

Marcu 1948. The United Nations Appeal for Children : a message from the 
Director-General of the I.L.O. Planning and Nationalisation in Great 
Britain, I: H. Fiver. Vocational Guidance in Belgium: E. Loser. 
The International Social Security Association. 


International Financial Statistics. (Published by the International 
Monetary Fund.) 

Vou. I, No. 1. January 1948. International Monetary Fund. Inter- 
national Bank for Reconstruction and Development. Exchange Rates. 
Gold Production. Gold and Foreign Exchange. Government Dollar 
Bonds in New York. World Trade. 

Vou. I, No. 2. Frsruary 1948. Similar statistical material. 

Vou. I, No. 3. Marcu 1948. Similar statistical material. 


Food and Agriculture (The FAO European Bulletin). 

No. 1. AvuGust-SEPTEMBER 1947. FAO Speaks to Europeans: A. 
Mayer. Impression and Ideas on the Building up of Livestock in Europe : 
J. Hammonp. Switzerland’s Share in the Reconstruction of European 
Livestock: A. Kiener. Artificial Insemination of Animals: T. Bona- 
DONNA. European Market or World Market: A. WautEers. FAO and 
the Central European Peasants: A. SIBELKA-PERLEBERG. Some Data 
on the Present Status of Nutrition in France : J. TREmMouiIERES. Unifica- 
tion of the Methods of Testing Agricultural Machines : G. BOUCKAERT. 
Mechanization and Standardization : C. Boupry. 


The Quarterly Journal of Economics. 

NovEMBER 1947. The Réle of Relative Wage Differences in International 
Trade: K. Forcouemer. The Rehabilitation of Pure Competition : 
A. Nicots. Union-Management Welfare Plans: R. ROSENTHAL. 
Discrimination under Market Interdependence: Y. Maroni. The 
Emerging Pattern of Bilateralism : J. Potx and G. Patrerson. Spanish 
Prices in the Nineteenth Century : J. Sarva. 

FesruaRy 1948. Demand Theory Reconsidered: O. MORGENSTERN. 
Some Economic Implications of Atomic Energy: W. Isarp. Pro- 
portionality, Divisibility and Economies of Scale: E. H. CHAMBERLIN. 
The Influence of Unionism upon Earnings: A.M. Ross. The Measure- 
ment of Gains and Losses : J. N. MorGan. 


The Annals of the American Academy of Political and Social Science. 
January 1948. Foreign Policies and Relations of the United States. 
Marcu 1948. Organized Religion in the United States. 

The Journal of Political Economy. 


DECEMBER 1947. The Réle of the International Monetary Agreements in a 
World of Planned Economies: R. F. Mrxesetu. Reflections on the 
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** Labor Monopoly” Issue: R. A. Lester. Salvation by Science: The 
Gospel According to Professor Lundberg: F.H. Knicut. Bank Capital : 
the problem restated: T. SmirH and R. E. HENGREN. Reconciling 
Agricultural and Foreign Trade Policies: D. G. JOHNSON. Leakage 
Problems in Flexible Taxation : T. A. SUMBERG. 

FEBRUARY 1948. Individual and Collective Wants : T. SurANy1-UNGER. 
‘On the Rationale of Group Decision-making : D. Buack. Bain’s Analysis 
of the Pacific Coast Petroleum Industry: A. R. Burns. The High Cost 
of Food—a suggested solution: D. G. JoHnson. Notes on the History 
of the Giffen Paradox : A.R. Prest. A Reply: G.J.SrieteR. British 
Investments in Latin America, 1939: J. F. Rippy. Fashion and Mono. 
polistic Competition: P.M. Grecory. 


The Review of Economics and Statistics (Formerly the Review of Economic 
Statistics). 

FEBRUARY 1948. Ten Economists on the Inflation: SzEyMour E. Hararis, 
S. H. Sricuter, F. C. Miiuzs, J. 8S. Davis, G. HaBeruer, K. E. Boutp- 
InG, F. Macuiup, M. Karecx, A. P. LERNER and R. B. HEFLEBOWER. 
A Note on Savings and Investment: A.H. Hansen. Further Appraisals 
of Russian Economic Statistics : M. Doss and H. Schwartz. Monetary 
Policy and the Elasticity of Liquidity Functions: W. FELLNER. Two 
More Contributions on the Consumption Function: W. 8. WoytTinsxy 
and N. Korrsxy. A Century of Prices in Brazil: H. W. Sprecet. 
An Appraisal of the Errors involved in Estimating the Size of Distribution 
of a given Aggregate Income : D. Duranp. 


Journal of the American Statistical Association. 

DECEMBER 1947. Controlling Bias in Mail Questionnaires : J. A. CLAUSEN 
and R. N. Forp. Co-ordinating the Measurements of Radio Listening : 
H. Zxiset. A Stratified-Random Sample of a Small Finite Population : 
F. G. Cornett. Sampling Methods Applied to Estimating Numbers of 
Commercial Orchards in a Commercial Peach Area: F. E. McVay. 
General Methods of Analysis for Incomplete Block Designs: C. R. Rao. 
Tumbler Mortality: G. W. Brown and M. M. Firoop. The Relative 
Power of Three Statistics for Small Sample Destructive Tests: P. H. 
Jacosson. Simplified Methods of Fitting Certain Types of Growth 
Curves: D. J. Cowprn. Lorenz Curve Analysis of Industrial De- 
centralization: G. C. Smirn. Agricultural Price Index Numbers: 
A. G. Peterson. On the Choice of Forecasting Formulas: P. G. Hort. 
Use of Variance Components in the Analysis of Hog Prices in Two 
Markets: R. L. ANDERSON. Statistical Methodology Index, No. 10: 
O. K. Buros. 

The American Economic Review. 

Marcu 1948. Are there Laws of Production? : P.H. Doveras. Monetary 
Aspects of the Economic Situation: R. G. Hawtrey. Germany’s Pre- 
paration for War: B. Kix. Income Determination and Investment : 
W. Froenuicn. Professor Tarshis and the State of Economics: K. E. 
Bovutpine. Progressive Taxation and Sacrifice: G. A. D. PREINREICH. 


Social Research. 

DECEMBER 1947. The Jewish Problemin America : A.JoHNSON. Fluctua- 
tions in the Saving Ratio: F. Mopieriant. The Future of German 
Nationalism : H. Speer. On the Intention of Rousseau: L. STRavss. 
Francisco de Vitoria and the International Community : F. DE Los Rios. 
On “‘ Freedom and Order”: H. Kunn. Rejoinder: E. HEIMANN. 


Econometrica. 
JANUARY 1948. Consistent Estimates Based on Partially Consistent Ob- 
servations: J. NEYMAN and EuizapetH L. Soott. Report of the 
Washington Meeting, September 6-18, 1947. 


The Journal of Economic History. 


SuprLemMEnT VII, 1947. The Tasks of Economic History. Theoretical 
Problems of Economic Growth: J. A. ScoumpeTEeR. Measurement of 
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Economic Growth : Simon Kuznets. The Resource Requirements of an 
Industrial Economy: A. P. UsHer. Public Policy and the Growth of the 
Power Industry : B. W. Lewis. Coal and Oil in the American Economy : 
8. Rezneck. Transportation as a Factor in*Economic Growth: K. T. 
Hearty. The Religious Factor in Canadian Economic Development : 
§.D.CiarK. The Usurer and the Merchant Prince : Italian Businessmen 
and the Ecclesiastical Law of Restitution, 1100-1550: B. N. NEtson. 
The Réle of the State in Shaping Things Economic: J. J. SPENGLER. 
The Rate of Industrial Growth in Russia since 1885 : A. GERSCHENKRON. 


Agricultural History. 

JanuaRy 1948. The Diaries of a Nebraska Farmer, 1876-1877: C. 8. 
Paring. The Passing of the Old Rail Fence: a farmer’s lament: E. C. 
Burnetr. The Term “ Agricultural Revolution’ as Used by Economic 
Historians : E. D. Ross and R. L. Tontz. Dry Farming Alias Scientific 
Farming : Mary W.M. Harcreaves. The Agriculture of England and 
Wales, 1939-1946 : J. R. BoRcHERT. 


Journal of Farm Economics. 


FesruaRy 1948. Theory of the Inverse Carrying Charge in Futures 
Markets : H.Worxinc. Some Economic Aspects of Agricultural Control : 
G. L. Meuren. Reorientation of Agricultural Marketing and Price 
Research : W.H.Nicuouts. Marketing Research and Welfare Economics : 
O.H. BRownitEE. The UNRAA Experience in Relation to Developments 
in Food and Agriculture : D. L. MACFARLANE. Farm Ownership in the 
United States : an appraisal of the present situation and emerging problems : 
J.F. Timmons. The Réle of Econometric Models in Economic Research : 
G. Cooper. The Use of Econometric Models in the Study of Agricultural 
Policy : D.G. Jounson. The Use of Econometric Models in Agricultural 
Micro-economic Studies : G.M. Kuznets. Discussion: J. P. Cavin. 


American Affairs. 


JaANuARY 1948. Inflation as Political Must: V. Jorpan. A_ World 
Trade Charter Anyhow: G. Garrett. “‘ To Govern without Law” : 
Mr. Justice Jackson. ‘To Secure these Rights’: Let Government 
Set the Table. Equal Distribution of Poverty: M. J. Bonn. Social 
Gains in Great Britain. British Witness: Sm Witxi1amM Y. DARLina. 
The Broken Mainspring : Winston CHURCHILL. 


Foreign Affairs. ‘ 
JANUARY 1948. International Control of Atomic Energy: J. R. OPPEN- 
HEIMER. The Myth of Security: H.W. Batpwin. 1848: the Year of 
Revolution: A. Wuitripce. An American Engineer Looks at Britis 
Coal: R. P. Kornic. What Russians think of Americans: F. C. 
BarGHoorn. Conflicting Purposes in Japan: Sm GEorGE Sansom. 
The Promise of Agrarian Reform in Japan : W.M. GiumartTIn and W. I. 
LaDEJINSKY. France and the Economic Recovery of Europe: A. PHILIP. 
Morley and Compromise: B. DextTER. Truths about Turkey: W. K. 
Wricut. Morocco between East and West: R. MontaGne. Russian 
Defence Expenditures: A. Bercason. Oil for Spain: a critical episode 
of the war: H. Frus. .China’s New Constitution: G. W. MAttory. 
Aprit 1948. Regional Systems and the Future of U.N.: O. ARANHA. The 
Foreign Policy of the American Communist Party: J. Barnes. How 
Strong is Britain?: B. Bropie. Italy, the Marshall Plan and the 
“Third Force”: C. Srorza. Measuring the Marshall Plan: S. May. 
The Promise of Human Rights : ELEANOR RoosEVELT. Austria Holds 
on: K. Gruper. The Plot against Greece: A. C. S—epGwick. France, 
Europe and Peace: J. SoustewxeE. The Treaty with Japan: CHANG 
Hsiy-Hart. A New Era in Canada. J. A. Stevenson. The Case for 
the Free Market: J. Ruerr. Burma Stands Alone: Sir R. M. Mac- 
Dovcatn. Soviet Imperialism in Hungary: H. F. A. SCHOENFELD. 
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Industrial and Labor Relations Review. 

Vou. I, No. 2. January 1948. The Constitutionality of the Taft—Hartley 
Law: A. E. SuTHERLAND. Concepts of Public Employee Relations : 
H.E. Kaptan. Industrial Relations Move Ahead : E.Buntinc. Health 
and Welfare Funds in the Needle Trades: A. Hexpv. Increased Pro- 
ductivity of the Farm Worker : G.T. BARtoN. American Labor Leaders : 
Time in Office: E. GINzBERG. 


Revue de Science et de Législation Financiéres. 
OcroBER—DECEMBER 1947. L’activité financiére et la notion de ‘‘ besoin 
public”? : G. DrHove. La psychologie du contribuable devant Vimpét : 
P.-L. Reynaup. Les conventions fiscales franco-americaines de 1939 
et de 1946: M. CHRETIEN. 


Documentation Economique. 

Vot. VI, No. 21. 

Vou. VI, No. 22. 

Kyklos. 

Vou. I, No. 4, 1947. Kapitalistische Weltwirtschaft und Sozialismus : 
A. WesBeEer. Diminishing Utility Reconsidered: W. Starx. L’intérét 
général, notion statistique: J. LHommer. Price Disparity and Business 
Cycles : A. DE GRAFF. 

De Economist. 

DEcEMBER 1947. Verslag van het congres over maatschappelijke planning. 
The present number is devoted to a verbatim report of the Congress on 
Social Planning, held at Amsterdam on October 11, 1947. The three 
preliminary memoranda, dealing with economic, social and “ spatial ” 
planning were reproduced in the July-August number. After an open- 
ing address by Minister Vos, the authors of the preliminary memoranda 
opened the discussion on the various aspects of planning dealt with by 
them, and they summed up at the end of the session. 

JANUARY 1948. Individualisme versus Communisme: C. A. VERRIIN 
Sruart. A comparison between individualism and communism, divided 
into four sections. (i) The author considers the nature of the principles 
on which economic life has been built in non-communistic countries. 
He finds that the principle of economic self-responsibility has been the 
distinguishing feature of all countries where slavery has been abolished. 
The consequences and implications are indicated. (ii) The “ fruits” 
of this system are indicated in the higher standard of life which it has 
provided. (iii) The guarantee that the worker will receive his due is 
found in the competition of the undertakers. There is a causal connection 
between the measure in which each tries to satisfy his needs and the value 
of the service he renders. Communistic expectations of a spiritual 
rebirth are utopian. Communism must end in a social-economic 
chaos. (iv) The disadvantages alleged to be inherent in individualism 
are considered. Among these are suggestions that production is directed 
to gain and not to maximisation of satisfaction; that producers may 
resort to restriction of output; that the individual may be denied the 
possibility of complete development; that unemployment is inevitable. 
Vervangingswaardeleer en subjectieve waardeleer : H. VAN HENSBERGEN. 
In connection with certain arguments advanced by Dr. Zijlstra in the 
number of De Economist for April-May 1947, the writer compares the 
‘* Substitution Theory of Value” (Vervangingswaardetheorie) and the 
traditional Austrian subjective theory of value. The substitution 
theory of value was expounded in the first place by Professor Limperg ; 
for the present purpose, the statement by Dr. Mey is taken as more con- 
venient. The article is in effect a review of a text-book by Dr. Mey, in 
the light of the theories of Bbhm-Bawerk. 

Fresrvuary 1948. Steunt de economische wetenschap op psychologische 
praemissen? P. De Bruin. Science is compelled periodically to 
return to an investigation of its fundamental principles. The writer 
refers to the “‘ magisterial ” work of Professor Hennipmann on Economisch 
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Motief en Economisch Principe (reviewed in Economic Journat for 
June 1947) and makes certain criticisms regarding the author’s neglect 
of sociological premises and his treatment of the relation of psychology 
to economics. Hen voorbeeld van de rationele wijze waarop het vrije 
prijsmechanisme zijn ordenende taak kan verrichten: L. LYKLEMA. 
If the free price mechanism as directing principle is discarded, it must be 
replaced by another, viz., direction from above: the question arises 
whether the system of production brought about by the free play of 
economic forces was rationally organised. The article is concerned with 
a consideration of this question as applied to one section of one industry, 
viz., dairying (with special reference to cheese-making) in the area between 
the large towns in the Provinces of Holland and Utrecht. 

Marcu 1948. De problematiek der welvartspl ing en haar ontwikkeling 
in de buitenlandse literatuur. I: Frep L. Potax. The first of two 
articles dealing with the literature of planning. Holland has been 
behind other countries, notably the Anglo-Saxon countries in discussion 
on this subject. The present instalment deals with two topics. There 
is, firstly, a historical survey of the development of the literature on the 
subject. The question of planning goes back for about thirty years. 
The origin of the discussion is attributed to Rathenau, Neurath and 
Bauer. The second section is concerned with the “‘ nature ” of planning. 
The idea of planning has undergone a process of “‘ refinement,” in which 
it has been freed from national, social-political, ideological and historical 
ingredients and assumptions. It has undergone a process of extension, 
so far as the possible field of planning is concerned. It has also undergone 
a deepening process. The relation of planning to democracy is one 
that cannot be avoided. The notes comprise an exhaustive bibliograph 
of planning. De compensatiezaak : een salto mortale in het preven om am A 
goederenruilverkeer: W. TH. VocrraaR. A discussion of certain 
problems in connection with insurance in foreign trade. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 

DECEMBER 1947. Zum Problem der Wahrscheinlichkeit a posteriori in der 
Statistik: O. ANDERSON. Uber statistische Beziehungen und deren 
Inversion: C. Grint. Die treibenden Krafte in der schweizerischen 
Handelspolitik : J. Horz. 

FEBRUARY 1948. Die neueste Entwicklung der Volkseinkommenaschatzungen : 
J. Wyter. Marginal Productivity and the Social Framework of the 
Economy : W.F.Stotrer. Das Schema der gewerblichen und industriel- 
len Betriebsformen: A. Brtrmovic. Freiheitliche Planwirtschaft: W. 
KRoMPHARDT. James Burnham’s ‘‘ Managerial Revolution” : G. TURIN. 


Aussenwirtschaft. : 

DECEMBER 1947. Der Welthandels-Charta und die Schweiz: H. Bacu- 
MANN. Zahlungsbilanzausgleich und Inflationsdruck: E. Ktne. De 
internationale Oelsituation nach dem Kriege und das anglo-amerikanische 
Oclabkommen: F. HaussMANN. Gegenwdrtige Entwicklungstendenzen 
in der deutschen. Wirtschaftsplanung : K. SCHILLER. 


Giornale Degli Economisti. 

May-—Aveust 1947. I. Considerazione sui “‘cicli chiusi” e sui “ cicli 
aperti ” dell’economia matematica : G. Sensrni. In some cases the order 
in which goods are consumed will affect the satisfaction obtained from all 
of them taken together. Analogies with similar processes in the natural 
sciences are suggested and the principle elucidated by mathematical 
analysis. II. Massimi simultanet in economia pura: E. ZACCAGNINI. 
A systematic formulation of economic equilibrium conditions by the 
mathematical technique of finding the simultaneous maximum of different 
functions. III. La teoria pura del capitale e la politica bancaria: A. 
GamBINO. The conclusion, from the previous number, of the review 
of Prof. Hayek’s “Pure Theory of Capital.”” IV. Stabilizzazione: 
B. Foa. In inflation with an effective demand far in excess of a very 
inelastic supply of goods the main producers are in a strategic position 
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of semi-monopoly, and able to impose their expectations on the economy 
asa whole. It is the object of stabilisation to have a decisive effect on 
these expectations; merely to allow “ economic liberty” is inappro- 
priate. V. Gli indict iota di equilibrio monetario: I. Gasparini, 
Further researches into different forms of the ‘‘ quantity equation ” 
built up by Prof. Demaria in the January-February 1947 number. 
VI. L’economia dei prodotti tipo “ Utility”: A. N. p—E Neuman. A 
history of British ‘‘ Utility” production, as a means of securing the 
advantages of decreasing costs. VII. Generalitd su un nuovo metodo 
statistico per lo studio dei problemi della nutrizione: L. Bruni. The 
main problems arising in the determination of different levels of dietary 
need and their comparison with average diets prevailing. Stress is laid 
on the contribution which the different constituents of diet make to the 
level aimed at, as expressed, say, by the loss caused by the subtraction 
of equal value units of each. VIII. Sulla valutazione probabilistica delle 
diversita fra costanti statistiche : L. FALESCHINI. A study of statistical 
tests of the significance of the difference between observed constants. 


Economia Internazionale. 

Vou. I, No.1. January 1948. La Camera di Commercio Internazionale e 
al Consiglio Economico e Sociale: W. W. Aupricu. L’Italia, il Fondo 
Monetario Internazionale e la Banca Internazionale per la Ricostruzione 
e lo Sviluppo: L. Ernaupi. L’attuale situazione ciclica dell’economia 
americana alla luce della teoria dei cicli economict: G. HABERLER. La 
ricostituzione dell’economia mondiale : L. Amoroso. I frutti del progresso 
economico : C. CuarRK. La cerealicoltura italiana e l’economia mondiale : 
A. Serpreri. Il problema dei trasferimenti e V’idea di una unione mone- 
taria internazionale: W. L. Vaux. Una condizione di successo del 
cosidetto ‘“‘ Piano Marshall”: G. U. Pari. Dal sistema aureo al Fondo 
Monetario Internazionale ; F. Vrro. 

Rivista Di Economia Agraria. 

DECEMBER 1947. Sintesi storica degli usi civici e delle terre comuni nell’ Italia 
meridionale e nelle Isolde: R. Trirone. Un’indagine sui risultati delle 
quotizzazioni demaniali nel Mezzogiorno : V. Riccnioni. Altualita della 
mezzadria marchigiana: D. Vampa. La contabilita di stalla nelle con- 
duzioni a colonia: C. VANZETTI. Alttuazione del piano quinquennale 
sovietico per Vagricoliura : G. HAUSSMANN. 


Review of the Economic Conditions in Italy. 
NovEMBER 1947. Prices and Credit Policy : G. TAGLIACARNE. 
JANUARY 1948. The Italian Stock Exchange in 1947: R. Bacut. 


Italian Economic Survey. 

JANUARY-FEBRUARY 1948. The Stock Exchange and Joint Stock Com- 
panies. 

Banca Nazionale Del Lavoro Quarterly Review. 

Juty 1947. On National Income: C. Grint. Cost of Living, Salaries, 
Consumption and the Situation of the Italian Middle Classes: G. 
TAGLIACARNE. Italian Tax Policy: C. Cosctant. The Italian Money 
Market and the Financing of the Treasury : M. Mancini. Recent Develop- 
ments in Banking Activity in Italy: A. GamBtno. Survey of the Italian 
Monetary Situation: L. C. ‘ 

OctoserR 1947. False Aims in I.T.0. Draft Charter: F. C. D’ANnNA. 
Three Forms of Capital Levy in Italy: B. Griziort1. The Italian 
Tobacco Industry : a state monopoly : P. Cova. Premises and Tasks of 
the Special Fund for Financing the Italian Engineering Industry: R. 
TREMELLONI. Bank Credits in Italy, Classified by Business Branches 
and Bank Groups (1936-1946) : M. MANCINI. 


Moneda y Crédito. 
SEPTEMBER 1947. Dos interpretaciones de la teoria keynesiana: V. 
MarraMa. La Conferencia Internacional de Comercio y la Politica 
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comercial entre las dos guerras mundiales: A. V. Parvo. El plan 
Marshall y la politica econdémica internacional: E. R. Mata. Examen 
histérico y andlisis critico del origen, aparicién, implantacién y desenvolvi- 
miento de los seguros sociales n nuestro Derecho, III: M. LaRaNa ¥ 
Leautna. La ciencia totalitaria: V. A. ALVAREZ. 


Revista de Ciencia Aplicada. 

Vou. I, No. 1. OcrosperR-DreceMBER 1947. El problema de las dreas 
econdmicamente deprimidas y su planteamiento actual en la Gran Bretata : 
J. L. SAMPEDRO. 

Skandinaviska Banken Aktiebolag. 

Aprit 1948. From the Marshall Aid to the European Recovery Programme : 
Per Jacousson. The World Food Shortage: E. Abramson. Income 
Distribution and Purchasing Power in Sweden. 


Index. 
No. 175. Marcu 1948. Economic Survey, December 1947—February 
1948. 
Baltic Review. Ls 
Vot. II, No. 1, 1947. Is the Soviet Union a Federal State? : M. CaxsTE. 
The Soviet View on Consumers’ Co-operation: A. P. Ax. Russia’s 
Westward Drive : K. MaTUSEVICIvs. 


Dkonomi og Politik. 

Apri—JuNE 1947. Indrepolitiske Forskydninger i Osteuropa. Marshall- 
Planen. Den nyere okonomiske Udvikling i Hollandsk Ostindien : E. DE 
Vries. Gummimarkedet efter verdenskrieg IIs Afsluining. Koncentra- 
tionen af ekonomisk Magt i U.S.A.: H. Brems. Den ekonomiske 
Udvikling i Danmark. Den internationale ekonomiske Situation. 


Ekonomiska Samfundets Tidskrift (Helsingfors). 
No. 1, 1948. Statsfinansiella perspektiv: R. TORNGREN. Nagra princi- 
piella synpunkter pa den moderna socialpolitiken: E. LinDant. 
Valfaérdspolitikens problem : E. TORNQVIST. 


Europa-Archiv. 

JANUARY 1948. Die Londoner Aussenministerkonferenz der vier Gross- 
machte. Der Hohe Norden im politischen Weltbild der Gegenwart. Zur 
Abgrenzung der Einflussgebiete im Hohen Norden. Polens Stellung in 
der europdischen Kohlenwirtschaft: S. GrycHowski. Die Presse in 
Sowjetrussland : H. AcHminow. Vom Buchhandel in der Sowjetunion. 

Fesruary 1948. Die Verhandlungen zum europdischen Hilfsprogramm der 
Vereinigten Staaten. Ansdtze einer deutschen Reprdsentation. Die 
Entwicklung der Ministerien in Russland. Uber die Durchfiihrbarkeit 
des bizonalen Industrieplanes. Der Internationale Wdhrungsfonds und 
die Weltbank 1946 und 1947. Abkommen zwischen den Vereinigten 
Staaten und Grossbritannien iiber das vereinigte Wirtschaftsgebiet der 
amerikanischen und britischen Zone Deutschlands vom 17. Dezember 
1947. Die franzésischen Wahrungsmassnahmen. Die italienische Litera- 
tur der Gegenwart. 

Marcu 1948. Die Paldstina-Frage vor den Vereinten Nationen. Die 
Entwicklung der Ministerien in Russland, Das Benelux-Abkommen vom 
i Januar 1948. Der Internationale Wdhrungsfonds und die Weltbank 
1946 and 1947. Der Beschluss iiber die Wahrungsreform und die Abschaf- 
fung der Rationierung in der Sowjetunion. Dokumente zur deutschen 
Frage. Der Katholizismus als Weltkirche. 

SupPLEMENT. Die europdische Steinkohlenwirtschaft zwischen den beiden 
Weltkriegen, 1930 bis 1938; R. RASSMANN. | 


Mirovoe Khoziaistvo i Mirovaia Politika (Moscow). 
No. 6, 1947. Contemporary Problems of the British Empire: 1. Lemr. 
Latest Tendencies in the Division of Spheres of Influence among Capitalist 
Countries: E. KuHMELNITSKAIA. Progress of Polish Democracy: N. 
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Puxnuiov. The Economic Problems of Rumania: V. Karra. The 
Nationalisation of Transport in England: I. DreizeEnNsHTOK. Inter. 
American Organs of Collaboration : Instruments of American Expansion : 
M. LAaZzaAREV. 

No. 7, 1947. On the Situation in India: E. Zuuxov. The “ Activisa- 
tion’ of Reaction in U.S.A.: V. Lan. The Internal Political Struggle 
in Japan: Cu. Arpus. Democratic Forces in Chile in Struggle against 
Reaction: E. Suirrrin. The Path of Democratic Czechoslovakia: R. 
Razumova. Democratic Agrarian Reform in the Liberated Regions of 
China: E. Kovatrv. Financial Relations of England and India at the 
Conclusion of the Second World War. 

No. 8, 1947. Struggle and Co-operation between U.S.A. and England : 
E. Varca. Economic Results of Two Years of Occupation of Germany : 
G. GerzovitcH. Greece after the War: A. Gatev. Patent Monopolies 
in U.S.A.: M. Rusiystery. About the Labour Party Conference at 
Margate: D. Zorina. Labour in Black Metallurgy in U.S.A. during 
the War Years: L. Rorrsurp. The Fortunes of the Sterling Bloc: Y. 
VINTSER. 

No. 9, 1947. Socialist and Capitalist Industrialisation : E. GRANOVSKkY. 
Technical Development in Conditions of Capitalism and Socialism: M. 
Rusrinstew. The French Government without Communists: K. Pore. 
The Christian Democratic Party and the Change of Government in Italy : 
8S. Stospopsxko1. Capitalist Methods of Financing War and Inflation in 
U.S.A.: E. Gurvirou. Contemporary Canada: A. MISLEIKOvskKy. 
The Situation in Burma : V. VASSILIEVA. 

SUPPLEMENT TO No. 9. Conjuncture Bulletin. 


National Economy (Sofia). 


Nos. 9-10. NovemMBER-DECEMBER 1947. The Food Production Balance 
of Bulgaria: C. Mocueva and 8S. Dimitrov. Home Trade and Supply 
System: N. Kanpev. Increase of Grain Production in Bulgaria: A. 
Qusounov. The Payment Balance of Bulgaria: A. Kemimrev. Season- 
ing in Bulgarian National Economy: P. SHAPKAREV. Obstacles in the 
Development of Labour Productive Craft Co-operatives: A. VENKOV. 
Changes in the Size and Parcelling of the Farm Land in Tobacco Pro- 
ductive Areas: N. NatcHev. The Forage Problem in Bulgaria: N. 
Konpov. (This is the last issue of Economie Nationale owing to the 
liquidation of the Haute Chambre d’Economie Nationale.) 


Ekonomista (Warsaw). 


Nos. 3 and 4, 1947. Some Recent Tendencies in British Economic Thought : 
Maurice Doss. Periods in the Development of Economic Life—Primitive 
Economy : A. KrzyzANOWSKI. Assumptions of the Keynesian Theory : 
Z. R. Gawronski. A Theory of Production of Serviees: W. Krzyza- 
NOWSEI. Some Remarks on the Theory of Incidence of Taxation: S. 
Bottanp. The Influence of the Multiplier on the Division of Aggregate 
Income in a Mixed Economy: J. Lipinski. On Basic Theorems of Eco- 
nomics. Part II: W. Sxrzywan. Systems of Planned Economy : 
J. Massatsxi. Some Remarks on the Structure of Monopolies: E. 
VIELROSE. 


Khikret Avodah. (Labour Studies. In Hebrew, with English digests 
of the main articles.) 


Vou. 1, No. 1, June 1947. On the Nature of Labour Legislation: I. 
Bar-Surra. Implementation of the Beveridge Plan: I. KANIEVSKY. 
Invalidity and Social Insurance: M. BENNENSON. Workmen’s Com- 
pensation in Palestine: Z. Bertnson. Social Welfare in the Yishuw: 
G. Lusmssxy. Labour Legislation and Social Insurance in the World. 
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NEW BOOKS. 


British. 


Axspati (A. H.). Lord Keynes’ Central Thesis and the Concept of 
Unclaimed Wealth. Cardiff: William Lewis, 1947. 7”. Pp. 25. 


(Mr. Abbati claims in this pamphlet that The Times, in a leading article written 
at the time of Lord Keynes’ death, was wrong if it meant to attribute to the latter 
the origin of the thesis that ‘‘ there is no mechanism in laisser-faire capitalism to 
ensure adequate total demand for the products of labour.’’ He draws attention 
to his own claims as author of The Unclaimed Wealth (1924) and The Final Buyer 
(1928), and discusses his ideas and those of Hobson in relation to those of Keynes.] 


AaarwaLa (A. N.) (Ed). Indian Labour Problems. Allahabad : 
East End Publishers, 1947. 8}”. Pp. xix + 406. 35s. 

{This volume includes twenty-three essays on different aspects of the labour 
problems of India, each by a recognised expert. The field covered includes 
wage-levels, wage-differentials, regulation of wages, trade unionism, conciliation, 
India’s relation to the I.L.0., migratory and child labour, labour legislation, 
social insurance, hours and conditions of work, training, efficiency, morale.] 


Amery (L. §.). The Awakening. The Economic Crisis and the 
Way Out. London: Macdonald, 1948. 73”. Pp. xvii + 272. 
8s. 6d. 

[To be reviewed.] 


ANDERSON (Sir JoHN). The Organization of Economic Studies in 
Relation to the Problems of Government. London: Oxford Univer- 
sity Press, 1947. 7”. Pp. 25. 1s. 6d. 

[Sir John Anderson describes his Stamp Memorial Lecture as, ‘‘ from one point 
of view . . . an addendum to those delivered by Sir Oliver Franks.’’ He stresses, 
in the main, the problems of the relations between professional economist advisers 
and Ministers, and argues that among the weaknesses of early arrangements, 
notably the pre-war Economy Advisory Council, were, first, that “‘the work of the 
Council was not effectively integrated with that of the Departments affected ”’ ; 
second, ‘‘ ministerial responsibility was too diffuse—there was no effective 
‘Minister in charge.’ ’’ He welcomes the more recent appointment of a full-time 
executive head to the Central Economic Planning Staff because it ‘‘ should 
facilitate the exercise of ministerial responsibility . . . without placing the 
particular Minister . . . in the impossible position of having actually to preside 
over its deliberations—a great defect of some earlier organisations.” A passage in 
the lecture which all economists should read and meditate discusses the reasons 
why economists may express different views on the same subject. He gives four 
reasons: differences of emphasis of the final ends of policy (such as freedom, 
equality, power, progress); differences of view as to what is administratively 
practicable; differences of assumed orders of magnitude of different elements in 
the make-up of a problem; differences of economic logic. He suggests that the 
last is to-day nd wre of least importance. How true this is of most of the 
present acrimonies, so many of which turn on one or other of the first two differences. } 


Annual Market Review, 1946. Bombay: Premchand Roychand & 
Sons, 1947. 10". Pp. 78. 

{A review of monetary and financial trends in the world with special reference 
to India and Indian industries. It includes a large number of statistical tables 
covering all aspects of the Indian economy and a short discussion of conditions 
in the main industries of India.] 


Austerity is not Enough! London: Common Wealth, 1948. 
8h". Pp. 34. Is. 

[This pamphlet, written apparently during the crisis of August-September, 
1947, argues that, whatever happens, minimum standards of consumption must 
be maintained for the workers. To this end, it is advocated that industrial and 
agricultural re-organisation is necessary, including the establishment of common 
ownership. ] 
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BALAKRISHNA (R.). Regional Planning in India. Bangalore: 
Bangalore Printing and Publishing Co., 1948. 9°’. Pp. xiii + 458. 
is. 20. 


[To be reviewed. ] 


BaruaM (H.). The Building Industry. A criticism and a plan 
for the future. London: St. Botolph Publishing Co., 1947. 84’. 
Pp. 99. 5s. 

{[Mr. Barham stresses the present inefficiencies of the building industry, 
organised as it chiefly is in a multitude of small firms mostly with inadequate 
equipment, with insufficient skill in estimating, with great disadvantages of small- 
scale purchases, with great duplication of organisation, wasted effort in carrying 
on work at a distance from headquarters and unemployment caused by lack of 
co-ordination. His solution is an integrated industry, organised as a public 
service, with a National Building Council, to carry out the national building plan, 
and to relate the various needs to possibilities and establish priorities. Detailed 
decisions and operations are to be devolved on to various regional and local 
councils. The whole service is to be a non-profit-making public service, -vith 
prices based strictly on costs. The work to be done will be planned to match 
the resources so that unemployment is avoided. Costs in consequence will be 
reduced and will reflect the economies of large scale. A brief summary cannot 
recapitulate all the details of organisation, both long-term and transitional 
which Mr. Barham advocates. What a reader may well wonder is how the little 
job on his house that the little builder has so patiently carried out in the past will 
fare with the inhuman hierarchies of Mr. Barham’s civil service.] 


BratitsFrorD (H. N.). The Life-Work of J. A. Hobson. London: 
Oxford University Press, 1948. 9”. Pp. 29. 2s. 

{It was an excellent idea to persuade Dr. Brailsford to give the Hobhouse 
Memorial Trust Lecture on the work of J. A. Hobson, who more than anyone needs 
a biographer. Dr. Brailsford enjoys the great advantage of having known him 
well and writes with great charm of Hobson’s qualities and integrity. He leaves 
one more than a little puzzled as to why Hobson was denied, until Keynes gave 
it to him belatedly, the recognition that his work can be claimed to have deserved. 
In general, economists have not spurned those who have made severe and funda- 
mental criticisms. Others, as Dr. Brailsford points out, who were fully as critical 
in their youth became accepted, without change of view, only a few years later. 
With great respect to Dr. Brailsford, one may feel that he has not sufficiently 
stressed one grave defect of Hobson, his terrible diffuseness and repetitiveness as 
a writer, with the consequent difficulties of understanding either in accurate 
reasoning or in statistical terms what exactly he is arguing. One reader at least 
cannot turn back to Hobson without a feeling of irritation at his constant impre- 
cision. Was not that a contributory fact of great importance ?] 


Bray (F. Sewetu). Precision and Design in Accountancy. 
London: Gee & Co., 1947. 83”. Pp. 145. 15s. 
[To be reviewed.] ‘ 


Britain’s Plan for Prosperity. London: Communist Party, 1947. 
7”. Pp. 112. 2s. 


(This draft economic plan for 1948-50, issued by the Communist Party, 
however much one may disagree about particular points or particular objectives, 
is a thoroughly competent piece of analysis and a serious attempt to see the way 
through the problems which, under any type of government, confront this 
nation. It starts from the resources of manpower and seeks to establish what may 
be the national income and the levels of consumption. It is argued that adequate 
standards can only be achieved if, through a better understanding with the 
U.S.S.R., the Armed Forces can be reduced to 400,000 by 1950. No estimate 
is made of the possible increase of productivity, nor is it clear what increase in 
total has been postulated, but it is argued that by improved equipment and 
technique great advances are possible. The extra capital is to be matched partly 
by enforced savings, made possible by reducing military expenditure without 
equivalent remission of taxation. The authors would push their agricultural 
targets higher than those of the present government. They have ambitious 
plans for the building industry. They would fix the long-term steel target at 
18-20 million tons. They stress the urgency of expanding the textile industries. 
The weakest section of the whole pamphlet is that which deals with the crucial 
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balance of payments. It is altogether too lightly assumed that a high-level 
balance can be achieved, with imports on about the 1938 level, exports 70% 
above 1938 and terms of trade no more than 10% less favourable (the 1938 terms 
were never approached except in conditions of acute depression). The dollar 
problem is to be solved by closer ties and increased trade with Eastern Europe. 
Finally the administrative machinery for planning is discussed and a scheme 
of organisation set out.] 


Brown (A. J.). Applied Economics. Aspects of the world economy 
in war and peace. London: Allen & Unwin, 1948. 8}". Pp. 252. 
15s. 

[To be reviewed.] 


CHARLESWORTH (J.). Palmer’s Private Companies. 40th edition. 
London: Stevens & Sons, 1947. 7”. Pp. 100. 3s. 


[A new edition of this sixty-year-old hand-book to the law governing the 
formation and operation of private companies. It has been revised to take account 
of the requirements of the Cohen Report.] 

Crump (C. C.). The Economic and Political Life of Man. Oxford : 
Catholic Social Guild, 1947. 7°. Pp. 260. 4s. 

[This little book was designed as a text-book for teaching in Catholic schools 
The Archbishop of Birmingham, in an introduction, describes it, rightly, as treat- 
ing its problems ‘‘ from the standpoint of current economic and political science 
fitted into the framework of Christian ethics and morality.”” As such it is very 
much of an experiment. Toa professional economist, without the special religious 
allegiance of the author, the difficulty seems to be a conflict of criteria. The book 
sets out very well some of the broad trends of economic development and economic 
thought. But the general method of ordinary economic work is to present the 
evidence and to allow the reader to judge; the implicit criterion is that, in the 
interest of human progress, what is most efficient is ordinarily most desirable, 
unless that conflicts with more fundamental ideas of distribution or justice. 
Here a reader is seldom presented with the evidence and he does not quite know 
how far the criterion of economic efficiency is accepted, or whether it may be 
assumed in general, subject to exceptions. In consequence, he will be puzzled 
as to whether or not there is any such broad criterion of economic policy to be 
assumed to underlie the many separate judgments established by Encyclicals. 
The picture that this book would convey is one of many fecets of economic 
organisation not united by any single cohering principle.] 


The Communist Manifesto—and the last hundred years. London : 
Socialist Party of Great Britain, 1948. 7”. Pp. 92. ls. 

[A centenary reprint of the Communist Manifesto and Engels’s preface with a 
most interesting introduction dealing with the working-class movement over the 
past hundred years. The latter is of great interest where it touches “‘ the Russian 
dictatorship ”’ and the place of the Communists in the Socialist movement in the 
U.K. in the last few years.] 

Co-operative Production in France. Hull: Co-operative Pro- 
ductive Federation, Ltd. 1948. 7}”. Pp. 40. 2s. 

{A report of visits paid by a delegation of the Co-operative Productive 
Federation to a number of French Co-operative Productive Societies.] 

Deane (Puytuis). The Measurement of Colonial National In- 
comes. Cambridge University Press (National Institute of Economic 
and Social Research, Occasional Paper No. XII), 1948. 94”. Pp. 
x+ 173. 12s. 6d. 

[To be reviewed.] 

DisHerR (M. L.). American Factory Production of Women’s 
Clothing. London: Devereaux Publications Ltd., 1947. 9}”’. Pp. 
xvi + 251. 

[Miss Disher, who was Senior Inspector of Women’s Clothing in the Ministry 
of Supply and is therefore familiar with the organisation of the women’s clothing 
trade in this country, has made a most exhaustive and informative study of the 
technical methods, machines and equipment used in the U.S. and Canadian 
industries. The book is clearly intended for the information of those actually 
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engaged in the trade, but with its detailed analysis of the planning of work and 
of the system of factory lay-out, equipment, control, estimating and progressing 
it possesses a wider interest than that of the clothing trade itself.] 

Doss (Maurice). Soviet Economic Development since 1917. 
London: Routledge & Kegan Paul, 1948. 8}". Pp. 474. 18s. 

[To be reviewed. ] 

DrummonD-Wotrr (H.). British Declaration of Independence. 
Practical proposals for mediation between East and West and the 
solving of present economic problems. London: Hutchinson, 1948. 
84”. Pp. 136. 7s. 6d. 


[The main theses of this book are that the need for bilateralism, regionalism 
and “discrimination ’’ should be frankly recognised; imperial preference and 
the sterling area should be fully developed; the most-favoured-nation clcuse 
should be abolished; preferential groups should be formed; provision should be 
made for international currency stabilisation; shares of nationalised corporations 
should be on permanent offer to the public; social security and full employment 
should be provided by free enterprise; expanding economics should provide for 
redistribution of population; new regional councils should have permanent 
representation in the Security Council. Appendices print the Atlantic Charter, 
Mutual-Aid Agreement, Bretton Woods Agreement, the U.N. Charter and other 
important agreements. ]} 

Exman (P.). Partners and the Law. London: Stevens, 1948. 
7h". Pp. 84. 4s. : 

[A booklet designed to enable those who are entering or have entered into 
some partnership agreement to understand the exact limits of the partner’s 
rights and duties if difficulties begin to arise.] 

FLORENCE (P. SARGANT) assisted by BaLpamus (W.). Investment, 
Location, and Size of Plant. Cambridge University Press, 1948. 8}”. 
Pp. xiii + 211. 18s. 

[To be reviewed.] 

Fogarty (M. P.) (Ed.). Further Studies in Industrial Organiza- 
tion. London: Methuen, 1948. 84”. Pp. 228. 15s. 

[To be reviewed.] 

FurnIivauu (J. 8.). Colonial Policy and Practice. A comparative 
study of Burma and Netherlands India. London: Cambridge Univer- 
sity Press, 1948. 84”. Pp. xii + 568. 36s. 

[To be reviewed.] 

Ganpui (M. P.) (Ed.). The Indian Cotton Textile Industry (1946- 
47 Annual). Bombay: Gandhi & Co., 1947. 94”. Pp. xlviii + 66 + 
xxvii. Rs. 6. 

[This annual brings the statistics of the Indian cotton industry in most cases 
down to the end of 1946. In addition it contains, as usual, a valuable review of 
economic and political events in India as they have affected the cotton industry.] 

Ganputi (M. P.) (Ed.). The Indian Sugar Industry (1946-47 Annual). 
Bombay: Gandhi & Co., 1947. 9}”". Pp. xl+ lil + 32. Rs. 6. 

[The tables in this annual carry the figures in most cases down to 1946-47, 
with estimates in a few cases for 1947-48. Following its usual custom, it also 
provides a detailed discussion of all the events that have affected, or are likely to 
affect, the sugar market. ] 

GANDHI (M. P.). A Monograph on Handloom Weaving Industry 
in India—1947. (Its past, present and future.) Bombay: Gandhi & 
Co., 1947. 9}. Pp.iv +66. Rs. 1.4. 

[A review of the handloom industry, describing its main characteristics and 
the reasons for its decline.] 

GopaL (M.H.). The Theory of Excess Profits Taxation. Mysore : 
Bureau of Economic Research, 1947. 8}”. Pp. xiv + 392. Rs. 12. 

[To be reviewed.] 
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Haweoop (J. A.). The Citizen and Government. London : 
Nicholson & Watson, 1947. 8}”. Pp. 128. 6s. 

[A simple account, generously supplemented by illustrations and isotype 
charts, of the methods by which a modern democracy operates. It is concerned 
with problems of public opinion and the ways this influences government not 
only through elections; with the duties and responsibilities of parliamentary 
and local government representatives; with industrial democracy and the func- 
tions of trade unions; with pressure groups of one kind and another, good and 
bad; with the measurement of public opinion and the techniques of public- 
opinion polls; and finally with education for citizenship.] 

Hermrrrin (M. A.). The Trade of Nations. London and New 
York : Longmans, Green (New York: Alfred A. Knopf, 1946), 1948. 
8)”. Pp. xix + 234+ vii. 19s. 6d. 

[To be reviewed.] 

Hemstock (A.). Co-operative Co-partnership. Leicester: Co- 
operative Co-partnership Propaganda Committee, 1947. 8”. Pp. 24. 6d. 

(Notes, prepared for the students of the Co-operative College, on the history 
and objectives of Co-operative Co-partnership.] 

Hemstock (A.). Industrial Self-Government. Leicester: Co- 
operative Co-partnership, 1947. 7”. Pp. 16. 6d. 

‘In this Blandford Memorial Lecture, Mr. Hemstock gives first some account 
of Thomas Blandford’s work as secretary of the Co-operative Productive Federa- 
tion and then goes on to discuss the progress of industrial democracy and of 
workers’ control in recent years.] 


Hows (E.). The London Compositor. London: Oxford Univer- 
sity Press (for the Bibliographical Society), 1947. 83’. Pp. 528. 30s. 
[To be reviewed. ] 


Huspack (Eva M.). The Population of Britain. West Drayton : 
Penguin Books, 1947, 7”. Pp. 286. 
[To be reviewed. ] 


The Income Tax Bill. A review and analysis. Toronto: Canadian 
Tax Foundation, 1948. 11”. Pp. 19. Free. 

[A discussion, primarily for laymen, of the Income Tax Bill presented to the 
Canadian Parliament in July, 1947, to restate and clarify the existing law, to 
curtail the field of ministerial discretion, and make changes necessary to improve 
the operation of the tax-law.] 


India’s Leading Commercial Problems. Allahabad: East End 
Publishers (London: Arthur Probsthain), 1947. 83”. Pp. vi + 183. 
12s. 

[This is a symposium of papers read at the All-India Commerce Conference 
held under the auspices of the Lucknow University in December, 1947. The 
subjects dealt with include public finance, foreign trade, the abolition of land- 
lordism and rail transport. ] 


JEWKES (J.). Ordeal by Planning. London: Macmillan, 1948. 
83". Pp. xi + 248. 12s. 6d. 
[To be reviewed.] 


Karepa (E.). Technique of Economic Sovietisation. London : 
Boreas Publishing Co., 1947. 8}”. Pp. 128. 4s. 

_ [According to the author of this pamphlet, Estonia before the Soviet annexa- 
tion in 1940 was a paradise of democratic socialism. In the previous twenty years 
great strides had been made both in agriculture and industry; foreign trade 
was flourishing and contributed to a rising standard of consumption; the dis- 
tribution of wealth and income was unusually equal. Immediately after annexa- 
tion it was announced that the legal and economic order of the country would be 
upheld; but in rapid succession the methods of parliamentary elections were 
violated, Estonia became a Soviet Socialist Republic and the Communist economic 
system was introduced. The pamphlet describes the subsequent changes and their 
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effects on agricultural and industrial productivity—in particular the growing 
extent to which Estonian output went to provide Russian rather than Estonian 
consumption. The indictment is powerful. It would have been more powerful 
had the author been a little more objective. At no point is it for one moment 
acknowledged that the U.S.S.R. over the greater part of the period was at war, 
and perhaps warrantably regarded Estonia as under some obligation to contribute 
to the total war effort from her resources of food and industrial output. Never. 
theless as a picture of the process of Sovietisation, this is of interest.] 


KLINGENDER (F.D.). Art and the Industrial Revolution. London: 
Royle Publications, 1947. 9}. Pp. 232. 2ls. 
[To be reviewed.] 


LatwanI (K.). Towards Marxian Destination. Calcutta: Vidya- 
sagar Book-Stall, 1947. 8}”. Pp. 35. Rs. 1.4. 


[This pamphlet attempts to trace the historical stages in economic develop- 
ment and to establish the validity of the Marxian analysis.]} 


Layton (Lorp). United Europe. The Way to its Achievement. 
London : “‘ News Chronicle’ Publications Dept., 1948. 94°. Pp. 31. 
Is. 6d. 


{Lord Layton makes a powerful case for united action in Europe to restore its 
economic prosperity. He argues (and demonstrates with statistics and diagrams) 
the great preponderance of mutual trade between the Marshall nations over 
extra-European trade in the years before the war. If we are to increase our ex- 
ports by 75%, can we find markets (he asks) elsewhere than in Europe to take the 
goods? ‘“ The dilemma of choosing between Europe and the Empire is an 
artificial one. We need both.”” But can we have both in the intimate relations 
that are necessarily implied by union? And can we solve our problems, or 
Europe’s, through union? Is not our problem, and Europe’s, that of buying the 
raw materials and foods that we need with vastly reduced invisible earnings and 
probably worsened terms of trade from the world outside Europe? Just how far 
does union solve that problem? Lord Layton’s stimulating pamphlet will at 
least make people face these major issues of policy.]} 


Levy (H.). The Shops of Britain. A study of retail distribution. 
London: Kegan Paul, 1948. 84". Pp. 246. 2ls. 

(To be reviewed.] 

LiveRPOOL Counc oF Sooran Service. Youthful Lawbreakers. 
A study of juvenile delinquency in Liverpool. Liverpool: University 
Press, 1948. 8". Pp. 47. 2s. 6d. 


[This very interesting report has been prepared in the Department of Social 
Science of the University of Liverpool, under the general direction of Prof. Simey. 
The broad conclusions are that juvenile delinquency is not an isolated problem, 
but one of the evils arising from bad social conditions. The juvenile delinquent 
is in fact one of a larger group with emotional difficulties which result in social 
maladjustment. The solution can only be found through general social better- 
ment, but the needs of children, and particularly their psychological needs for 
affection and security must be fully met. There is room for immediate preventive 
action, and it is recommended that for this purpose a committee representing 
all the statutory and voluntary organisations interested in the child and adolescent 
should be formed.]) 


Lonpon PassENGER TRANSPORT BoarRpD. Fourteenth’ Annual 
Report and Accounts. Year ended 31 December, 1947. London: 
L.P.T.B., 1948. 13°. Pp. 59. 


(This is the last annual report of the London Passenger Transport Board. 
It is much to be hoped that its successor will present to the nation as full and 
detailed a record. Since it began operations in 1933-34, passenger miles have 
risen by 45%. In 1947 they reached the astronomical total of 11-3 thousand 
million.] 


MoGrercor(A.G.). Britain’s Way Out. Some lessons for America. 
London : The Book Centre, 1947. 7”. Pp. 32. 1s. 9d. 


[The argument of this pamphlet is that ‘‘ wrong wage policy is the cause, not 
the profit motive.” There are ‘“‘ too many controls over enterprise.”” But the 
chief thing is to adopt a policy of ‘‘ prosperity wages,’’ whereby “‘ the Central Wages 
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Board would watch the movement of prices and the vigour of industry, and 
would determine the average percentage by which wages should be raised from time 
to time to maintain the general price level firm at the prosperity level, but no 
higher, under healthy competition.”’) 

Meave (J. E.) and Strong (R.). National Income and Expenditure. 
Cambridge: Bowes & Bowes, 1948. 7}”. Pp. 45. 2s. 6d. 

{A very welcome re-print of the valuable booklet first issued by the Oxford 
University Press in 1944, by the two pro-genitors of the annual National Income 
White Paper. It sets out the concepts and methods adopted and gives warnings 
of pitfalls. The opportunity has been taken to carry many of the figures down 
to 1946.] 

Menta (J. K.). Advanced Economic Theory. Delhi: Premier 
Publishing Co., 1948. 8}”. Pp. 249+ vi. Rs. 7.8. 

{Mr. Mehta’s book takes in each chapter some major problem, and seeks to 
set out and develop current ideas on it. The six chapters of Part I are primarily 
concerned with questions of demand, utility, consumption, social welfare and 
their measurement. Part II deals with price mechanism : the market, monopoly, 
static and dynamic equilibria, long and short periods, the representative firm and 
unemployment. Part III goes on to problems of distribution, covering not only 
more general issues, but also such particular aspects as rent, interest (including 
the Keynesian theory), risk, incentive and profit.) 

Meyer (F. V.). Britain’s Colonies in World Trade. London: 
Oxford University Press, 1948. 83°. Pp. xvi+ 273. 18s. 

[To be reviewed.] 

Moraan (E. V.). The Conquest of Unemployment. London : 
Sampson Low, Marston & Co., 1948. 7}’. Pp. xii + 182. 7s. 6d. 

[To be reviewed.} 

Mutxy (M.A.). The New Capital Issue Market in India. Bombay: 


Popular Book Depot, 1947. 9°. Pp. 99. Rs. 5. 

[The author claims that this is the first study that has been made of the new 
capital issue market of India. Certainly it is much more detailed and complete 
than any other known study. It is based on an analysis of the capital structure 
of some 600 companies and the examination of the prospectuses of a large number 
of new flotations. The functions of company promoters, managing agents, issue 
and investment houses and underwriters are all examined. Methods of flotation, 
types and denominations of security, the price of industrial capital each are given 
a chapter in turn. Finally the problem of the control of capital issues is dis- 
cussed. The author emphasises that India has as yet no capital market com- 
— in organisation and development to the capital markets of London or 

ew York, and concludes that, though much progress has already been made, 
much remains to be done before capital supplies are adequately related to the 
needs of industrial growth in India.] 


O’Brien (G.). The Phantom of Plenty. Reflections on economic 
progress. Dublin: Clonmore & Reynolds, 1948. 83”. Pp.75. 4s. 6d. 

[To be reviewed.] 

Orv (L. C.). Politics and Poverty. London: Mayflower Publish- 
ing Co., 1948. 7”. Pp. 188. 8s. 6d. 

[To be reviewed.]} 

P.E.P. Population Policy in Great Britain. London: Political 
and Economic Planning; 1948. 10°. Pp. 227. 15s. 

{To be reviewed.] 

Poxak (H.8. L.). The South African Indian Question. Ledbury : 
Le Play House Press, 1947. 8”. Pp. 16. ls. 


[This is an informative but ill-written and ill-arranged account of the original 
growth of the Indian community in Natal, and the development of racé-confict, 
culminating in what has been called the ‘‘ Ghetto Act ” of 1946, which extends to 
Natal the principles of race segregation and prohibits the acquisition by an Indian 
of property within an area reserved for Europeans, either for residence or as an 
investment. } 
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Present Politics and the Future of Britain: a Christian estimate. 
London: Industrial Christian Fellowship, 1947. 74”. Pp. 33. 2s, 
(Abridged edition, 4d.) 

[This represents an attempt to trace the causes of our present economic 
difficulties. The Government is criticised for accepting the assumption that ‘‘ the 
world market, as we had known it for many generations, was a law of nature, and 
that the chief task of an enlightened administration was to secure a more equitable 
distribution of the national income, so largely derived ‘70m the world market.” 
These methods are described as ‘‘ arising from a philosophy which is dated.” A 
large part of the pamphlet is directed to analysis and criticism first of the Govern. 
ment’s Economic Survey for 1947 and then of the Conservative Industrial Charter.} 


Prest (A. R.). War Economics of Primary Producing Countries. 
Cambridge: University Press, 1948. 8}. Pp. ix + 300. 2ls. 

[To be reviewed.] 

The Publications of the Hudson’s Bay Record Society. Minutes 
of the Hudson’s Bay Company, 1679-84. Second Part, 1682-84. 
London: Hudson’s Bay Record Society, 1946. 9”. Pp. xlvii + 
368 + x. 

[This ninth volume covers the period 1682-84.] 

Purpom (C. B.). Economic Wellbeing. London: Nicholson & 
Watson, 1948. 743”. Pp. xii + 222. 8s. 6d. 

[To be reviewed. ] 


Quintus. Universities andthe Future. London: Fabian Publica- 
tions and Victor Gollancz, 1947. 8”. Pp. 33. ls. 


(This pamphlet argues that, having regard to the national requirements for 
highly-trained manpower, the right objective should be the doubling of the pre- 
war output of graduates. This objective is very unlikely to be reached at the 
present rate of development. The pamphlet argues that there should be an 
authoritative survey of the numbers required by different professions, and 
particularly of the numbers of scientists of different types that are needed. A 
great expansion of civic universities is recommended. The authors are dis- 
satisfied with the present basis of selection for university training and the present 
methods of awards of scholarships. It is argued that not only does the balance 
between different subjects n to be rectified, but also the curricula of the 
subjects themselves. A reader will be left at the end wondering whether the 
mass-production of graduates of average professional competence is the proper 
objective of a university, whether the teaching of the best can (as is argued) really 
be forgotten, and whether universities do not best fulfil their functions when 
education is closely allied to learning and research. } 

The Racial Problem. A socialist analysis. London: Socialist 
Party of Great Britain, 1948. 7°. Pp. 78. ls. 

[After describing and discussing race-prejudice in various countries and in 
relation to various races (principally the Jews and the Negroes) and the attempts 
to prove the superiority of particular races (notably the ‘‘ Aryans ”’), the pamphlet 
concludes with a statement that ‘‘ to the extent that Socialist ideas permeate the 
minds of the working-class . . . to the extent that workers realise that their 
interests are in common, irrespective of race, and opposed to the interests of the 
capitalist class, irrespective of their race, to that extent they will become proof 
against race-prejudice.”’] 

Ramaswamy (T. N.). Full Empleyment for India. Benares: 
Nand Kishore, 1946. 84”. Pp. vii + 309. 17s. 6d. 


[The author attempts to outline a policy for raising the national income of 
India by means of an occupational readjustment. ] 

Rampuut (D.). India and the Soviet Experiment. Calcutta: 
Indian Press Ltd., 1947. 7”. Pp. 82. 

[It is inevitable that an Indian economist, deeply concerned with the immedi- 
ate problems of Indian poverty and the need to raise material standards as rapidly 
and as greatly as possible, should look towards the U.S.8.R. and ask himself what 


are the lessons to be learned. The writer of this little book has done so. He sees, 
or thinks he can see, the enthusiasm for national economic progress that is his own 
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objective, the freeing of the forces of science and technology, the concentration 
of a planned effort on orderly development. But he asks himself whether Soviet 
democracy means the same thing as Indian democracy. The author is a zealot 
for all things Russian. His appraisals of Soviet age are far greater than 
most detractors would admit. But he recognises that India’s way is probably a 
middle way, not only politically but also economically. For India more than 
anything needs peace if she is to make progress.] 

RipeGE-BEEDLE (P. D.). Why Not English? Glasgow: Stratford 


Press, 1947. 84”. Pp. 118. 10s. 6d. 

[A plea for making English a universal language with the aid of a new alphabet 
and a completely phonetic spelling.] 

Roserts (B.). Trade Unions in the New Era. London: Inter- 
national Publishing Company, 1947. 9”. Pp. 43. 1s. 6d. 

[This is a first-rate essay, written by a young trade unionist who has won 
scholarships to the London School of Economics and Oxford University. He is 
primarily concerned about the functions of the Trade Union under a Socialist 
Government. He argues — cogently the continuing need for independent 
trade unions to maintain the freedom and welfare of the individual against the 
encroachments of State authority. He states with great fairness both the 
advantages (which are great) and the difficulties (which are even greater) of an 
effective wages policy, and points out the dangers of fundamental conflict between 
the T.U.C. and the State if the former were made in some sense both arbiter and 
advocate of sectional wage advances. He has much of interest also to say about 
recent developments of trade-union structure—organisation at factory level, the 
functions of the T.U.C., the closed shop—and trade-union leadership and the 
problems of educating and training both officials and the rank and file. In con- 
clusion he emphasises that ‘‘ the trade unions will have to find a mean between 
their responsibilities to their members and to the community as a whole, and to 
do this successfully they will have to clarify their functions, adjust their structure, 
find imaginative leadership, and preserve a healthy spirit of enthusiastic trade 
unionism among the rank and file.”’] 

Rosertson (D. H.). Money. New edition. London: Nisbet, 
and Cambridge University Press, 1948. 7°. Pp. xviii + 223. 6s. 

{To be reviewed.] 

Rostas (L.). Productivity, Prices and Distribution in Selected 
British Industries. Cambridge University Press (National Institute of 
Economic and Social Research, Occasional Paper No. XI), 1948. 9}”. 
Pp. xiii + 199. 16s. 

[To be reviewed.] 

Rostow (W. W.). British Economy of the Nineteenth Century. 
Oxford : Clarendon Press, 1948. 84". Pp. 240.- 15s. 

[To be reviewed.] 

Russet (R.S.). Imperial Preference : its development and effects. 
London: Empire Economic Union, 1947. 83". Pp. 160. 5s. 

[The first fifty pages trace the historical development of imperial preference. 
the effects in increasing trade between the U.K. and the Empire, and between 
the Dominions, and the impediments to the extension of imperial preference 
arising from the Washington Loan Agreement, most-favoured-nation clauses, etc. 
Then comes a survey in nearly sixty pages of the Empire’s output of primary pro- 
ducts and the effect of imperial preference on individual commodities. The study 
is then rounded off in some twenty pages with chapters on Britain’s overseas trade 
difficulties and the potentialities of the Empire as a market for manufactures, 
with the moral, ‘‘ Is it not clear where we should seek the solution of our economic 
problems?” The last thirty pages are given to a statistical appendix. Many 
readers will wish that a book on this extremely important topical subject had 
been cast in a less jejeune form. As a handbook for the platform protagonist, it 
provides much ammunition, but economists will not be much impressed by a 
work which contains such observations as that which ends the section on sugar. 
““It would be interesting to know whether the Empire could eventually be made 
self-supporting in sugar if a high tariff were imposed in Empire countries on 
foreign sugar ”’; or the concluding sentence of the rubber section: ‘‘ Inasmuch 
as rubber represented a considerable and growing proportion by value of the 
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exports of Malays, Borneo and Ceylon, is there not a strong case for protection 
of Empire imports in the interests of the prosperity of these three British 
Possessions ? ’*] 


Saaw (T.). The Agricultural Marketing Legislation and the 
Current Marketing Problems of the Livestock Industry. London: 
Brettenham House, 1948. 9}”. Pp. 49. 


[This is the written evidence which Mr. Shaw submitted to the Lucas Com. 
mittee on the Marketing of Agricultural Produce. It appears from their Report 
to have strongly influenced this body. Mr. Shaw produces considerable general 
evidence designed to show that the system of marketing livestock before (and to 
a certain extent during) the war was unnecessarily expensive. He recommends 
re-organisation based on the factory abattoir, properly sited and with full facilities 
for using by-products. He advocates setting up a Producers’ Fatstock Marketing 
Board to control the movement of livestock to the abattoirs, and with power to 
own some of these. But he would supplement this body by an independent 
National Slaughterhouse Board to approve schemes for establishing central 
factory abattoirs and the conditions under which they operate. Mr. Shaw holds 
that the farmer has at least as strong an incentive to work for lower marketing 
costs when his prices are guaranteed as when they are not. Some of his argu- 
ments are strong ones, such as the farmer’s continued interest in grading and 
transport losses; but he seems to this reviewer greatly to overstate his case. In 
many ways the introduction of a guaranteed price must reduce the farmer's 
concern with the level of marketing charges.] 


SHEtpon (J. H.). The Social Medicine of Old Age. Report of an 
enquiry in Wolverhampton. London: Oxford University Press (for 
the Nuffield Foundation), 1948. 83”. Pp. 239. Cloth 10s. Paper 5s. 

[A detailed analysis, prepared for the Nuffield Foundation, of the physical and 
mental states of a sample of old people in Wolverhampton. In addition, a con- 
siderable body of information has been collected which touches on domestic struc- 
ture, the problems of housework and accommodation, shopping, illness and 
nursing, and the strains that fall on old people.] ; 


The Simon Engineering Group. Liverpool: Northern Publishing 
Co., 1947. 9°. Pp. xxix + 174. Privately circulated. 


[A privately printed history of the Simon Engineering Group of which copies 
in a special edition are available. Lord Simon of Wythenshawe, Governing 
Director of Henry Simon Ltd. and of Simon, Carves Ltd., and son of the Founder 
has written an introduction. His father, starting without capital or influence, 
built the first complete roller flour-milling plant in Britain in 1878 and the first 
by-product coke-oven installation in 1881. Those have remained the corner 
stones of the business, and in both fields it has become pre-eminent. By stages 
other branches have been added: conveying grew out of the need of the grain 
silos; the building of chemical plant was an expansion of the first war, built on 
the by-product coke-oven experience; the boiler department was a more risky 
adventure, with only limited experience on a small scale; soap machinery was a 
more natural development; the Tyresoles system of re-treading tyres was another 
adventure without experience to back it, but grew rapidly into a permanent 
success. The firm has remained a family concern with its capital almost entirely 
held within a comparatively narrow family circle. It has been the aim until 
lately to build up resources by ploughing back profits rather than by borrowing, 
and to remain so far as possible independent of outside finance. This policy has 
been somewhat modified lately in relation to the expansion of the traditional 
business of Henry Simon in flour-milling machinery, where the need to fill the 
gap in world markets left by German pre-war sources of supply could only be 
met by abandoning the old family principle of internal finance. But while 
the capital has been narrowly held, the group has sought to bring in always the 
best technical management that it could secure and to give it the freedom to make 
@ success. ] 

Statistical Statements relating to the Co-operative Movement in 
India for the Years 1943-44 and 1944-45. With supplement “ Thirty 
Years of Co-operation in India, 1914-15 to 1944-45 ” (Rs. 2.8). Bom- 
bay : Reserve Bank of India, 1947. 13”. Pp. 40. 5s. 


[This report carries the figures down to 1943-44. By then there were some 
156,000 societies with a working capital of Rs, 132 crores.] 
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Thirty Years of Co-operation in India, 1914-15 to 1944-45. Bom- 
bay : Reserve Bank of India, 1947. 8”. Rs. 2.8. 

[A series of charts and diagrams showing the growth of Co-operation in 
India.] 

Tuomas (M. W.). The Early Factory Legislation. Leigh-on-Sea : 
Thames Bank Publishing Co., 1948. 83”. Pp. xiii + 470. 35s. 

[To be reviewed. ] 

Towards Tomorrow. No. 2. Public Ownership, the Next Step. 
London : Labour Publications Department, 1948. 8}’. Pp. 14. 2d. 

{A stimulating pamphlet in the Labour Discussion Series, which raises many 
interesting and important problems of the operation of a mixed economy, of the 


degrees of public ownership and of the various methods of supervision and opera- 
tion of undertakings which are in some measure under public control.]} 

The Trade Unions and Co-operative Co-partnership. Leicester : 
Co-operative Co-partnership Propaganda Committee, 1947. 74”. Pp. 12. 

[A short record of the achievements of the Co-operative Co-partnership move- 
ment, the aim of which is described as being “‘ to share the surplus of their Co- 
operative labour and trade with the workers engaged and the consumers supplied.”’ } 

WarnER (R.). The Principles of Public Administration. A study 
in the mechanics of social action. London: Pitman, 1947. 84’. 
Pp. vii + 212. 15s. 

[To be reviewed.] 

WakRINER (DoREEN). Land and Poverty in the Middle East. 
London and New York : Royal Institute of International Affairs, 1948. 
8h". Pp. 149. 7s. 6d. 

[To be reviewed.] 

Wess (Beatrice). Edited by Barbara Drake and Margaret I. Cole. 
Our Partnership. London: Longmans, Green, 1948. 8}”. Pp. 544. 25s. 

[To be reviewed.] 

Youne (M.). What is a Socialised Industry? London: Fabian 
Publications and Victor Gollancz, 1948. 84”. Pp. 20. 6d. 

{A pamphlet in the form of a dialogue between a socialist brought face to face 
with realities, and thereby in danger of losing his vision, and a visionary who 
maintains his vision at the risk of not facing realities. The realist believes we 
must take no administrative risks till the crisis is solved, and concentrate on 
efficiency. The visionary believes that efficiency is best won by increased 
industrial democracy and the unleashing of enthusiasm. Who is right ?] 


American. 


BaERWALD (F.). Fundamentals of Labor Economics. New York : 
Declan X. McMullen Co., 1947. 9”. Pp. xvii + 464. $4.00. 


[This book is based on a course of lectures on the economics of labour given 
by the author at Fordham University, New York. The author sees in the United 
States a slowing down in the overall rate of expansion of the social system, 
arising from diminished population growth, from increase in the average age of 
the population and from disappearance of expanding frontiers, which leads him 
to the conclusion that the United States is tending away from an expanding 
economy and towards a replacement economy. This he believes was in pre-war 
days the cause of chronic unemployment and will be so again once the delayed 
war-time demand has been met unless remedial measures are applied. The book 
contains a brief summary of American labour relations legislation, including the 
Labor-Management Relations Act of 1947.] 


BetcuEr (W. W.). The Economic Rivalry between St. Louis and 
Chicago 1850-1880. New York: Columbia University Press (London : 
Geoffrey Cumberlege), 1947. 8}”. Pp. 223. 16s. 


[A detailed study, covering mainly the period 1850-80, of the rivalries between 
St. Louis and Chicago and the final emergence of Chicago as victor.] 
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CHAMBERLIN (W. C.). Economic Development of Iceland through 
World War II. New York: Columbia University Press (London: 
Geoffrey Cumberlege), 1947. 84”. Pp. 141. 12s 6d. 


(The impact of the war on Iceland was comparable only to that on some of 
the remote Pacific Islands. One single figure, the growth of the monthly note 
circulation, will illustrate the change; from 12,000 in June, 1938, it rose to 167,000 
in June, 1945, while the cost of living rose less than three times. This book 
begins with an historical background and an account of the pre-war economic 
organisation. It goes on to show the impact of war on foreign trade, national 
income, prices, wages, aiid prosperity generally, and to discuss the acute problems 
of economic control and administration that followed.] 


CHAPMAN (H. H.) and Meyer (W. H.). Forest Valuation, with 
special emphasis on basic economic principles. New York and London : 
McGraw-Hill, 1947. 9”. Pp. 521. $6.00. 

[To be reviewed.] 


CoPpELAND (M. A.). Concerning a New Federal Financial Statement. 
New York: National Bureau of Economic Research, 1947. 11}”. 
Pp. 63. $1.00. 

[As a by-product of the study of Money Flows that the National Bureau of 
Economic Research has been making, Dr. Morris Copeland has presented a very 
valuable rearrangement of the federal financial statements designed to facilitate 
the tracing of the impact of fiscal operations on business conditions. It is, as is 
pointed out in the introduction, both simpler and more comprehensive than the 
official monthly statement. It is interesting to note the parallel advances in the 
U.S. and in the U.K. in this very important field of statistical analysis and 
presentation. ] 


Duranp (D.) and Winn (W.J.). Basic Yields of Bonds, 1926-1947: 
their measurement and pattern. Technical Paper 6. New York: 
National Bureau of Economic Research, 1947. 12”. Pp. 40. 

[The basic yield, defined as “‘ the yield of the highest grade bonds of a given 
maturity free from extraneous influences,”’ is analysed and measured for different 
types of bonds over the twenty-two year period, 1926—47.] 

Economic Aspects of Immigration. New York: National Com- 
mittee on Immigration Policy, 1947. 8’. Pp. 63. 

[This pamphlet seeks to show what have been the immigrant contributions to 
American economic development and to answer the three questions : Do immigrants 
take jobs from native Americans? Does immigration create unemployment? 
Does immigration lower the American wage scale and the American standard of 
living? It is argued that the answer to all these is in the negative.] . 


Frrauson (J. H.) and McHenry (D. E.). The American System of 
Government. New York and London: McGraw-Hill, 1947. 9}’. 
Pp. viii + 972. $4.50. 

[To be reviewed.] 

Fux (S. J.). The American Economy. A functional analysis 
of economic principles and practices. New York: Dryden Press, 
1948. 94”. Pp. xviii + 746. $4.75. 

[To be reviewed.] 


Frickrty (E.). Production in the United States, 1860-1914. 
Cambridge Mass.: Harvard University Press (London: Geoffrey 
Cumberlege, 1948), 1947. 83”. Pp. xii + 265. 22s. 

[To be reviewed.] 


GREENOUGH (W. C.). College Retirement and Insurance Plans. 
New York: Columbia University Press (London: Geoffrey Cumber- 
lege), 1948. 9”. Pp. xii +- 274. 22s. 

[To be reviewed.] 
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Hacker (L. M.). The Triumph of American Capitalism. New 
York: Columbia University Press (London: Geoffrey Cumberlege), 
1947. 9”. Pp. x + 460. 2ls. 

[To be reviewed. ] 

HamitTon (E. J.). War and Prices in Spain, 1651-1800. Cam- 
bridge Mass.: Harvard University Press (London: Geoffrey Cumber- 
lege), 1947. 83”. Pp. xxvi + 295. 27s. 6d. 

[To be reviewed. ]} . 

James (Marquis). The Metropolitan Life. A study in business 
growth. New York: Viking Press, 1947. 9”. Pp. 480. $5.00. 

[To be reviewed. ] 

Kiem (L. R.). The Keynesian Revolution. New York and 
London : Macmillan Company, 1947. 83’. Pp. xii + 218. 17s. 

[To be reviewed.] 

The Land of the Dead. Study of the deportations from Eastern 
Germany. New York: Committee against Mass Expulsion, 1947. 
9’. Pp. 32. 25 cents. 

[A study of the deportations from Eastern Germany. The authors are horrified 
at the misery caused by the expulsion of whole populations, amounting in total 
to nearly 20 millions, and the disaster, confusion and immense economic loss caused 
by i to re-settle both the unhappy dispossessed and the huge areas 
vacated. 

Lent (G. E.). The Impact of the Undistributed Profits Tax, 1936- 
1937. New York: Columbia University Press (London: Geoffrey 
Cumberlege), 1948. 9”. Pp. 203. 14s. 

[To be reviewed.] 


Littey (T.) and Others. Problems of Accelerating Aircraft Pro- 
duction during World War II. Harvard University : Graduate School 
of Business Administration, 1947. 11”. Pp. viii+ 112. $1.50. 

[This study deals with a much wider range of topics than might be supposed 
from the words “‘ accelerating aircraft production ”’ in its title, which seem to 
suggest merely the shortening of periods of development and construction. It 
covers the whole history of U.S. aircraft production, both before Pearl Harbour 
and after America’s entry into the war. It contains most of the production 
statistics in a series of tables so reminiscent that they might almost have been 
photographed from documents familiar to many war-time statisticians. The 
first three sections deal with the earlier background and government planning 
programmes. The fourth section discusses in much more detail the conversion 
to war-time production techniques and the design and development problems 
involved.] 

Lurie (S.). Private Investment in a Controlled Economy. 
Germany 1933-1939. New York : Columbia University Press (London : 
Geoffrey Cumberlege), 1947. 9”. Pp. xvi + 243. 16s. 

[To be reviewed.] 


Lutz (F. A.). The Marshall Plan and European Economic Policy. 
Princeton University: International Finance Section, Department of 
Economics and Social Institutions, 1948. 9’. Pp. 20. 


[Prof. Lutz argues that the re-establishment of multi-lateral trade, without 
controls, depends more on the internal policies of European countries than on 
the volume of U.S. aid that may be given. The return to a liberal trading policy 
requires ‘‘ that inflation be stopped, that excess liquidity be mopped up, that 
foreign-exchange rates be adjusted to the current purchasing powers of the 
respective currencies, that the countries return to the essentials of a free-market 
economy within their own borders.’’ Prof. Lutz concludes that ‘‘ aid should, 
neverthelcss, be given without detailed prescription of the economic policy that 
the recipient countries must follow,’’ emphasising that the programme should be 


. kept flexible. Some European readers will almost certainly feel that Prof. Lutz 


has over-estimated the ability of the free-market system to deal with huge 
No. 230—vo.. Lvm. x 
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abnormalities of supply without danger of the inflationary tendencies which he is 
so anxious to see exorcised.] 


MaxweELt (J. A.). Recent Developments in Dominion-Provincial 
Fiscal Relations in Canada. Occasional Paper 25. New York: 
National Bureau of Economic Research, 1948. 9”. Pp. vi-+ 56, 
50 cents. 


[This pamphlet discusses interesting and important problems, common to 
Canada and the U.S.A., of the carrying out of counter-cyclical policies in a country 
which has a federal form of government. ] 


McCuioy (J. J.). Europe’s Hope for Recovery. Philadelphia: 
Chamber of Commerce, 1948. 8”. Pp. 14. 


(This address by the President of the International Bank for Reconstruction 
and Development was delivered to a ‘‘ Forecasting ’’ Conference of the Phila- 
delphia Chamber of Commerce. Mr. McCloy, while stressing the difficulties 
that remain, felt himself able also to stress the very real achievements of Europe 
towards her own reconstruction since 1945. The need he sees is for “‘ the adoption 
of sound principles of reorganisation and strict adherence to those principles ”’ ; 
the chief of these is the stimulation first of “‘ the basic productive resources of the 
particular nations or area to be aided, rather than, at the outset at least, to invest 
huge sums to uncover entirely new resources or to develop new productive enter- 
prises.” Second, he would make aid conditional on co-operation in reforms and 
unification, where necessary to recovery. He lists financial and monetary 
stabilisation, anti-inflationary measures, elimination of restrictive practices, 
reduction of trade barriers and progress towards a customs union. He recognises 
difficulties, but believes these measures are necessary to ultimate success. ]} 


Men without the Rights of Man. New York: Committee against 
Mass Expulsions, 1947. 9”. Pp. 32. 25 cents. 


{A record, based largely on personal stories, of the horrifying cruelties imposed 
on the forced migrants from the German minorities in the Balkans and Poland.] 


MitBANK MeEmoriaL Funp. Postwar Problems of Migration. 
New York: Milbank Memorial Fund, 1947. 9”. Pp. 173. $1.00. 


[This contains eleven papers read to a Conference on Population Problems 
held at the end of October 1946. The papers are arranged in three groups: the 
first group dealing with the world setting of the problems, covering the population 
pressures in Asia, the future of migration into Latin America, the European 
migrations and the possibilities of international control; the second group deal 
with the setting of the problem in the U.S. in its relation to immigration, and 
includes papers on immigration lands and policies, on the implications of larger 
immigration, on recent refugee immigration from Europe; the last group are 
concerned with internal migration within the U.S. itself, the rural-urban move- 
ments, the war-time population shifts, negro migration, and attempts to forecast 
urban growth and migration to the great cities. ] 


MorGan (T.). Income and Employment. New York: Prentice- 
Hall, 1947. 9”. Pp. xv + 280. $4.35. 


[Reviewed in this issue.] 


NATIONAL PLANNING AssocrIATION. Nos. 60-61. The Marshall 
Plan. By 8.8. Alexander. Pp. iv + 68. 50 cents. No. 62. Good 
Health is Good Business. A Joint Subcommittee Report. Pp. iv + 44. 
25 cents. Washington D.C.: National Planning Association, 1948 


” 
7}". 


[The Marshall Plan was prepared by Dr. Alexander as one of the series of 
N.P.A. reports on European Reconstruction. It is an attempt to describe simply 
the basic concepts behind the European Recovery Programme ; to consider some 
of the many aspects of the vast programme, such as its impact on Europe and on 
the United States; and to discuss some of the administrative problems. In Good 
Health is Good Business some of the committee members “‘ look at some programs to 
reduce disease or to build more hospitals to see what they might cost and whether 
they’d be worth it.””. The pamphlet is founded on a report by Dr. Eleanor Poland, 
called ‘‘ The Economic Effects of Adequate Medical Care,’’ which will possibly be 
published later by N.P.A.] 
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Pat (F.C.). England and Napoleon III. A study of the rise of 
a Utopian dictator. Durham, N.C.: Duke University Press, 1948. 
84". Pp. xii + 183. $2.50. 

[To be reviewed.] 

Pricing Problems and the Stabilization of Prosperity. Washington 
D.C. : Chamber of Commerce of the United States, 1947. 9”. Pp. 86. 


$1.00. e 

[This booklet re-prints six papers read to a conference on the subjects indicated 
by the title, organised by the Chamber of Commerce of the U.S. After intro- 
ductory statements by the President and Mr. Leverett Lyon, the papers included 
are as follows: Prices and Prosperity—The Great Miscalculation, by J. K. Gal- 
braith; Competition Price Policy and High-level Stabilisation, by E. 8. Mason; 
Pricing Aspects of Business Cycle History, by A. C. Neal; Problems of Pricing for 
High-level Stability, by C. F. Phillips; What can Businessmen do about Pricing 
for High-level Stability, by Senator R. E. Flanders.) 


Proceedings of the Twenty-first Annual Conference of the Pacific 
Coast Economic Association at Santa Barbara, California, December 
30-31, 1946. Pacific Coast Economic Association, 1947. 12”. Pp. 64. 

(This record of the Conference includes a Presidential Address by J. B. 
Condliffe on The Scientific Revolution and papers by many well-known economists 
including R. A. Gordon, Alfred Nichols, R. I. Thayer, T. Scitovszky, Stephen 
Enke, Armen Alchian, H. H. Preston, W. A. Spurr, M. W. Lee and M. Stockwell.] 


RatcuFrorp (B. U.) and Ross (W. D.). Berlin Reparations Assign- 
ment. Round One of the German Peace Settlement. Chapel Hill: 
University of North Carolina Press (London: Geoffrey Cumberlege), 
1947. 9”. Pp. xii + 259. 20s. 

[To be reviewed.] 

Reper (M. W.). Studies in the Theory of Welfare Economics. 
New York : Columbia University Press (London : Geoffrey Cumberlege, 
1948), 1947. 9”. Pp. 208. 16s. 

(To be reviewed.] 

RennE (R. R.). Land Economics. New York and London: 
Harper Bros., 1947. 8”. Pp. xiv + 735. $5.00. 

{It is not easy to describe this book. It combines many of the features of a 
general text-book of economic theory, specially devoted to the parts which touch 
agriculture, with other features more familiar in an economic geography. The 
main parts deal with: the principles of land utilisation, covering the supply and 
demand for land, its appropriation, economic processes in land utilisation, rent 
and income distribution; major land uses, comprising agriculture, forestry, 
recreation, mineral resources, water resources, transportation, urban land; the 
problems and policies of land use, dealing with land tenure, valuation, taxation, 
conservation; a final section covers the planning and control of the use of land. 
The book is packed with information and learning, but it somehow lacks the 
design and architecture which might give it a unity and theme.} 


Report of the Commission to Investigate Taxation in the City of 
Fredericton, 1947. Fredericton, N.B., 1947, 10’. Pp. vii+ 112. $1.00. 

[The Commission, appointed by the City Council of Fredericton, New Bruns- 
wick, to study the problem of municipal finance, has presented a large report 
surveying oad gerne of the town and comparing them with those of other 
towns in Canada and the United States. The report thus contains a good deal 
of information of rather wider interest. ] 


SHaptro (E.). Credit Union Development in Wisconsin. New 
York: Columbia University Press (London: Geoffrey Cumberlege), 
1947. 8)". Pp. 174. 14s. 


[This is an extension of the researches of the National Bureau of Economic 
Research into methods of finance and the position of industrial and commercial] 
capital. Credit unions are described as ‘‘ co-operative financial associations, 
corporate in structure, whose functions are to extend short-term cash credit at 
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nominal rates of interest to their members and to promote thrift amongthem. .. , 
The working funds are furnished mainly through the sale of low denomination 
shares to its members. When necessary, additional funds may be obtained by 
borrowing from outside sources, which normally means a bank or another credit 
union.”” The main function is to provide ‘‘ small sums of money needed for 
‘necessitous ’ purposes to individuals at low rates of interest.’’ At the end of 
1939, there were 563 credit unions in Wisconsin which disposed of 9-3 million 
dollars worth of resources. } 

Studies in Income and Wealth. Vol. X. New York: National 
Bureau of Economic Research, 1947. 9”. Pp. 340. $4.50. 

[To be reviewed.} 

Technological Stagnation in Great Britain. Chicago: Machinery 
and Allied Products Institute, 1948. 83”. Pp. 69. 25 cents. 

[An American study derived largely from such familiar sources as the Working 
Party Reports, the Platt Report, and the articles by Mr. Rostas, discussing the 
relative productivity of industries in the United Kingdom and the U.S.A., the 
state of mechanisation and the reasons for backwardness in using machinery. 
It is argued that Britain, which in many industries was first in the field in the 
industrial revolution, “‘ knew how to build great industries but never learned how 
to rebuild them.” The various contributing causes—management inertia, 
restrictionism, taxation and other factors—are reviewed. The lesson for America 
that is drawn from British experience is ‘‘ we must preserve by all means both the 
spirit and the practice of competitive enterprise.” But the author seems more 
than a little puzzled to find that the protagonists of the view that nothing needs to 
be done are the dyed-in-the-wool advocates of laisser-faire economics, and the 
protagonists of active re-equipment are the wicked Socialists.] 


TrotierR (A. H.) (Ed.). Doctoral Dissertations Accepted by 
American Universities, 1946-1947 (Number 14). New York: The 
H. W. Wilson Company, 1947. 10”. Pp. xiii+ 100. $2.50. 

[This valuable reference volume includes a section covering the social sciences. 
Examination shows a surprisingly small number of dissertations accepted in 
economics which touch on fundamental problems of economic analysis.] 

Wrieat (D. M.). The Economics of Disturbance. New York 
and London: Macmillan Company, 1947. 8”. Pp. viii + 115. 
128. 6d. 

(To be reviewed. } 

French. 


Damaas (B. V.). La Réorganisation de Economie Mondiale. 
Paris : Presses Universitaires de France, 1947. 10”. Pp.525. 500 fr. 

[To be reviewed.] 

Haprovics (L.). Le Peuple serbe et son Eglise sous la domination 
turque. Paris: Presses Universitaires de France (Budapest: L’Insti- 
tut Paul Teleki d’Etudes Danubiennes), 1947. 8”. Pp. 168. 


(The author believes that in tracing the rise of nationalism in the Danubian 
states, it is necessary not merely to go back to the eighteenth and nineteenth 
centuries, but also to understand the centuries-old spiritual currents which it 
encountered in its spread from west to east. One of the strongest of these currents 
amongst the Serbs, Bulgarians and Rumanians was religion and the church. 
The present study is a consideration of the influence of religion and ecclesiasticism 
on the formation of the Serbian national sentiment under the Turks. | 

LAUFENBURGER (H.). Les Finances de 1939 & 1945. Vol. I. 
La France. Paris: Librairie de Médicis, 1947. 9’. Pp. 185. 180 fr. 

(To be reviewed. |] 

Belgium. 


VERSCHRAEGHEN (I..). Contribution & l’Interprétation biologique 
de la Politique. Brussels: Office de Publicité, 1947. 94”. Pp. 
x + 142. 

[To be reviewed. ] 
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Swiss. 


Bouter (E.). Grundlehren der Nationalékonomie. Berne: A. 
Francke, 1948. 9”. Pp. 286. 14.80 S.fr. 

[To be reviewed.]} 

Marsacn (F.). Luxus und Luxussteuer. Berne: A. Francke, 
1948. 93”. Pp. 84. 6S8-fr. 

[To be reviewed.] 

German. 

Herckt (H.). Die deutsche Seeschiffahrt und der deutsche 
Aussenhandel. Berlin und Detmold: Erich Schmidt, 1947. 8”. 
Pp. 100. 

{This essay studies the shipping trade and shipping earnings of Germany 
in the pre-war period. Most of the estimates relate to 1936.] 

KIELER VEROFFENTLICHUNGEN. Vol. I. Soziale Sicherheit und 
Volbeschaftigung, by Lord Beveridge. Hamburg: Hoffmann und 
Campe Verlag, 1946. 9”. Pp. 16. 

[A lecture delivered at Kiel during August, 1946.] 

KIELER VEROFFENTLICHUNGEN. Vol. II. Das Abkommen von 
Bretton Woods und seine internationale Bedeutung. By C. W. Guillebaud. 
Hamburg : Hoffmann und Campe Verlag, 1947. 9’. Pp. 16. 

[A lecture delivered at Kiel during January, 1947.] 

ScHNEIDER (E.). Das Gesicht der Wirtschaftstheorie unserer Zeit 
und das Studium der Wirtschaftswissenschaften. Tiibingen: J.C. B. 
Mohr, 1947. 9”. Pp. 30. 

[To be reviewed.] 


Italian. 
Brees (A.). L’economia dal punto di vista monetario. Rome: 
Edizioni dell’ Ateneo, 1947. 10". Pp. 405. 14001. 
[To be reviewed. ] 
Damir (C.). Economia collettivista ed economia individualista. 
Turin: Einaudi, 1947. 83”. Pp. 425. 9001. 
[To be reviewed. ] 


Jzech. 


The New Czechoslovak Miners’ Pensions Insurance. Prague : 
Orbis, 1947. 8”. Pp. 30. 

{In April 1947, a bill was framed which provided for miners a complete scheme 
of old-age pensions, invalidity pensions, widows’, orphans’ and dependants’ pensions, 
marriage grants and medical-care provisions. | 


Towards a Better Life. Social welfare in Czechoslovakia. Prague : 
Orbis, 1947. 8”. Pp. 53. 


{An account of the plans for social welfare and economic development in 
Czechoslovakia, as they existed before the Communist revolution. | 


Palestinian. 


KanteEvsky (I.). Social Policy and Social Insurance in Palestine. 
Tel-Aviv: General Federation of Jewish Labour in Eretz-Israel 
(Palestine), 1947, 9”. Pp. 45. 

{After an introduction giving some background account of the growth of the 
Jewish economy in Palestine, successive chapters describe the Jewish Labour 
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Movement, labour and social legislation, forms of social insurance, the organisation 
of social services, finance and the various social insurance institutions of the 
General Federation of Jewish Labour.]} 


Official. 
BRITISH. 


A Conspectus of the Province of Ontario. Toronto: Baptist 
Johnston, King’s Printer, 1947. 94”. Pp. 422. 


[This is the first survey of the economic affairs of the Province of Ontario, 
prepared by the Ontario Bureau of Statistics and Research. It aims to provide 
a full analysis of the resources, industries, trade, communications and financial 
institutions of the Province. ] 


DEPARTMENT OF RECONSTRUCTION AND SuPPLY. Encouragement 
to Industrial Expansion in Canada. Operation of Special Depreciation 
Provisions, November 10, 1944—March 31, 1949. Ottawa: Controller 
of Stationery, 1948. 93”. Pp. 117. 


(During the war there was a great expansion of Canadian industry. When 
war ended, ‘‘ the guiding principle of Canada’s economic and fiscal policies in 
the transition period was to create as favourable conditions as possible for private 
initiative to carry out the large task of conversion, modernisation and expansion.” 
To this end, measures of two sorts were developed : first, the speedy liquidation 
of war-time obligations and disposal of surplus assets; second, fiscal incentives 
to encourage industrial expansion. Among the latter was a provision for special 
depreciation, designed to encourage industrial growth by reducing the tax load 
when taxes were high, costs rising and risks great because of the uncertainty of the 
future. This study is mainly concerned with the subsequent effects of these 
depreciation allowances. ] 


OFFICE OF THE ECONOMIC ADVISER TO THE GOVERNMENT OF INDIA. 
Memorandum on Trade between India and Ceylon, by P. G. Salvi. 
Delhi: Gulab Chand Kapur & Sons, 1947. 13’. Pp. 40. 2s. 


(The author finds that, as the result of the war, the relations between India and 
Ceylon have become increasingly close. For some commodities, particularly 
textiles, Ceylon offers a good market for Indian goods. But lack of interest in 
long-range study of the market by Indian exporters may lead to a decline of Indian 
sales as other sources of supply become available. ] 


Scotland’s Marginal Farms. General Report. Pp. iv + 61. 1s. 3d. 
Regional Report I. The Borders. Pp. iv-+ 25. 9d. Regional Re- 
port II. The South West of Scotland. Pp. iv + 28. 9d. Regional 
Report III. Central Scotland. Pp. iv + 23. 9d. Regional Report 
IV. The East of Scotland. Pp. iv + 23. 9d. Regional Report V. 
The North East of Scotland. Pp. iv + 24. 9d. Regional Report VI. 
The Highlands. Pp. iv +43. ls. Edinburgh: H.M. Stationery 
Office (for the Department of Agriculture for Scotland), 1947. 94”. 

[A general report, accompanied by six regional surveys, of the problems of 
maintaining and encouraging agriculture in marginal farms, most of which are 
family farms where the owner and his wife, and in many casesalso his family, 
receive a reward that is inadequate to maintain a reasonable standard of living. 
The purpose has been to consider the reasons for this and to examine the 
possibilities of improving standards with better technical knowledge, provision of 
capital and the like.] 

Soctan AND Economic PLannina Councit. Report No. 10 
Public Works Programme and Policy. Pretoria : Social and Economic 
Planning Council, 1946. 123”. Pp. 91. 8s. 6d. 

[As usual, this and the summary noted below represent a full report and a 
short, popular summary. The full report goes in great detail into the nature and 
significance of public works, the criteria for their use, their efficacy as an anti- 
depression measure, the financial aspects, and the special problems of the post- 
war situation. It then elaborates a proposed public works building programme 
in very great detail, covering public buildings, schools, housing, soil conservation, 
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forestry, irrigation, native areas. It goes on to power supplies, communications, 
transport, and then proceeds to discuss the administrative problems of controlling 
a large-scale investment programme of this kind.] 

SociaL AND Economic PLANNING CouncrL. Summary of Report 
No. 10 entitled Public Works Programme and Policy. Pretoria: Social 
and Economic Planning Council, 1947. 12}”. Pp. 11. Is. 

[See note immediately preceding.] 

Ulster Year Book, 1947. Belfast: H.M. Stationery Office, 1947. 
94”. Pp. xlix + 321. 2s. 

[This is the first issue since 1938 of the Ulster Year Book. It includes both in 
statistical tables and in narrative form an immense body of information covering 
all aspects of the life of Ulster. The main sections deal with physiography, 
government, population and vital statistics, land, agriculture, industry and trade, 
transport, education, labour, national insurance, health and housing, justice, 
finances, rationing. ] 

The Welsh Slate Industry. London: H.M. Stationery Office, 1947. 
94”. Pp. 39. 9d. 

[The report of a Committee appointed to consider the state of the Welsh slate 
industry and measures for increasing its efficiency and attractiveness to labour. 
The Committee points out that the industry is a war casualty. Its labour was 
drained off to the Forces or to man other industries. They therefore recom- 
mend special help. Their proposals include special releases from the Forces, 
special trading arrangements, promotion of labourers to skilled work under 
supervision and their replacement with other unskilled workers, improvements 
of welfare and transport facilities, and a large measure of mechanisation, with 
facilities to borrow for this purpose, and a general overhaul of marketing methods. } 


CZECH. 

Long-term Planning in Czechoslovakia. Preparations for a five- 
year plan. Prague: Czechoslovak Ministry of Information, 1947. 
74". Pp. 15. 

[This contains the text of a speech by Herr Gottwald made at a special meeting 
of the Central Planning Commission of Czechoslovakia in October, 1947. It 
gives a brief account of past achievements and the objectives for the next few 
years. | 


FRENCH. 

BaNQuE DE FRANCE. Compte Rendu des Opérations, présenté a 
Monsieur le Président de la République au non du Conseil Général de 
la Banque de France par M. Emmanuel Monick, Gouverneur, et 
Rapport de MM. les Censeurs. Exercice 1945, Pp. 57. Exercice 1946, 
Pp. 60. Paris: Imprimeries Paul Dupont, 1947. 12}”. 


[These two volumes include both the general reports for the two years by the 
Governor of the Bank of France and detailed statistics of its operations covering 
in each case the actual year and that preceding. ] 


Institut NATIONAL DE LA STATISTIQUE ET DES Erupzs Koo- 
NoMIQUES. Inventaire Economique de l'Europe. Paris: Presses 
Universitaires de France, 1947. 103”. Pp. xxxvi 4- 555. Fr. 800. 

[To be reviewed. ] 


INTERNATIONAL. 


Fiver (H.). The Chilean Development Corporation. Montreal and 
London : International Labour Office, 1947. 9”. Pp. 84. 2s. 


[After discussing the background of the economic and social problems of 
Chile, Dr. Finer goes on to give the history of the establishment of the Develop- 
ment Corporation, largely in consequence of the earthquake in January, 1939, its 
general features and its operations. The objective was to raise the standard of 
living by developing the natural resources of the country; to that end a general 
awe was to be drawn up. But first it was necessary to organise much more 

owledge of the physical resources of the country. Little or nothing was known 
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about the possibilities of hydro-electric power or about the availability of fuels, 
especially oil. This report gives a record of the subsequent achievements. With 
the assistance of U.S. capital, large developments have already been made and 
significant increases of output have been achieved.] 

GARNER (R.-L.). The International Bank and the World’s Need 
for More Production. St. Louis, Missouri: International Bank for 
Reconstruction and Development, 1947. 8. Pp.8. 

[An address by the Vice-President of the International Bank for Reconstruction 
and Development delivered before the thirty-fourth National Foreign Trade 
Convention. ] 

INTERNATIONAL LaBour OFFIcE. Cost-of-living Statistics. Geneva 
and London: International Labour Office, 1948. 9”. Pp. iv -+ 56. 
ls. 6d. 

[This Report, prepared for the Sixth Conference of Labour Statisticians, deals 
with the ambiguities of the concept of ‘* Cost of Living’; the purposes for which 
indices are constructed, including changes over time and differences between 
places; techniques of obtaining price data; systems of weighting; the need for 
further studies of consumer purchases and the applicability of sanrple surveys. | 

Employment, Unemployment and Labour Force Statistics. A 
study of methods. Geneva: International Labour Office (London : 
Staples Press), 1948. 93”. Pp. 130. 3s. 9d. 

[This is a Report prepared for the Sixth International Conference of Labour 
Statisticians held at Montreal in August, 1947.] 

INTERNATIONAL Monetary Founp. Summary Proceedings. Second 
Annual Meeting of the Board of Governors, 1947. International 
Monetary Fund, 1947. 9”. Pp. vii + 69. 

[The record of the Second Annual Meeting of the Board of Governors includes 
an address by Dr. Dalton, the various Committee reports and the resolutions 
adopted. ] 

Methods of Statistics of Industrial Injuries. Geneva: International 
Labour Office (London: Staples Press), 1947. 94”. Pp. 32. Is. 

{A Report prepared for the Sixth International Conference of Labour 
Statisticians. } 

Unitep Nations. Economic Development in Selected Countries : 
plans, programmes and agencies. New York: Lake Success, 1947. 
9”. Pp. xiii + 286. $3.00. 

[To be reviewed.] 

UniTED Nations. Survey of Current Inflationary and Deflationary 
Tendencies. Series A. No. 2. New York: Lake Success, 1947. 
9”. Pp. 86. 2s. 6d. 

[To be reviewed.] 


Unitep Nations. A Survey of the Economic Situation and 
Prospects of Europe. Geneva: United Nations, Research and 
Planning Division, Economic Commission for Europe, 1948. 11”. 
Pp. xvi + 206. $2.50. 

[To be reviewed. | 


Unitep Nations RELIEF AND REHABILITATION ADMINISTRATION. 
Survey of Italy’s Economy. Rome: UNRRA, 1947. 12”. Pp. 
xv + 504. 

{In this volume are brought together all the studies of the Italian economy 
which were made by the staff collected by UNRRA to form a background to its 
plans for the relief and rehabilitation of the Italian economy. The studies 
cover: the rdle of UNRRA; the finances of Italy; agriculture and food; in- 
dustry, both in general and in regard to particular industries; transportation 
and communications ; health and welfare ; labour, prices and cost of living, foreign 
trade. This is a very useful general source-book for recent information on all 
these problems. ] 























LONDON AND CAMBRIDGE ECONOMIC SERVICE 


BULLETIN Il. VOL. XXVI. PRINCIPAL CONTENTS May 19th, 1948 


UNITED KINGDOM. _ The Budget and the National Income: R. C. Tress 
Industrial Production—|938-1948 Comparison : W. B. Reddaway 
Finance : F. W. Paish 
External Trade and Payments : T. Barna 
World Commodity Survey: C. F. Carter 


OVERSEAS SECTION. Canada 
The Annual Subscription to the Service is 20s., but a special rate of 15s. has been authorised in respect of Fellows of the 


Royal Economic Society. All subscriptions and communications should be addressed to The Secretary, London and 
Cambridge Economic Service, Houghton Street, Aldwych, London, W.C.2. 





JOURNAL OF THE ROYAL STATISTICAL SOCIETY 


Vol. CX. Part III, 1947 


The Statistical Basis of Export Targets... iss wa A Discussion opened by Dr. E. C. Snow, C.B.E. 


A Statistical and Economic Survey of Certain Aspects of the Beef Producing, Milk Producing, and Cattle 
Rearing Industries in Great Britain between 1939 and 1945. (With Discussion) .... Joan G. Marley 


Standard Errors of Means in Sampling Surveys with Two-Stage Sampling. ; .. HH. Fairfield Smith 
Reports from Council, Notices to Fellows, Reviews of Books, Statistical and Current Notes. 


Price ROYAL STATISTICAL SOCIETY Annual Subscription 
15/- each part. 4, Portugal Street, London, W.C.2. (post free) 61 /- 











POPULATION STUDIES 


A Quarterly Journal of Demography 


All parts of Volume I, now published. The next issue is Volume 2, No. 1. 
Subscription price per volume is 30s. net, post free, or 10s. plus postage 
for single copies. 

Published for the 
POPULATION INVESTIGATION COMMITTEE 


by the 
CAMBRIDGE UNIVERSITY PRESS 
































ECONOMICA 


Published Quarterly 


Vol. XV, New Series, No. 58 y CONTENTS May, 1948 
ON THE THEORY OF THE CENTRALLY ADMINISTERED ECONOMY: AN ANALYSIS 

OF THE GERMAN EXPERIMENT. Part I (Translated by T. W. ee +» WALTER EucKEN 
FINANCIAL POLICY AND THE BALANCE OF PAYMENTS _.. ° J. E. Meape 
ON THE VALUATION OF SOCIAL a -e ‘ON PROFESSOR 

HICKS’ ARTICLE. PART II oe .-» Simon Kuznets 
A REVIEW OF THE AGRICULTURAL MARKETING SCHEMES ve ove ee P. T. BAvER 


BOOK REVIEWS 
BOOKS RECEIVED 





The price of ECONOMICA (NEW SERIES) is 6s. Od. a number, or £1 18. Od. per annum, post free. A special rate o-¢ 
17s. 6d. has, however, been authorised in respect of Fellows of the Royal Economic Society. Copies can bf 
obtained on order from any bookseller or from the Publications Routan at the London School of Economics, Houghton 
Street, London, W.C.2, to which address all subscriptions and busi: ications should be sent. 





















THE POLITICAL QUARTERLY 22%= 
Important Announcement 


The next issue of THE POLITICAL QUARTERLY (out July 1st) will contain one of the most 
remarkable articles it has been the privilege of the Editors to publish. It is entitled 
THE SOVIET ZONE py Peter Ne#tle. This long article, which will 
occupy a large part of the issue, is the only detailed account of the political, 
economic and social methods which Russia is, and has been, pursuing. It analyses 
carefully the Russian attitude to the different German Groups and provides an 
excellent indication of Russia’s future attitude to Germany as a whole. 
The demand for this issue will certainly exceed the supply. Those who are not already subscribing to THE POLITICAL QUARTERLY 
are advised to place a definite order with their newsagent, or to send @ postcard to the Publishers at once. 
Postal Subscription to any address in the world £1 per year. 


THE PouirTIcAL QUARTERLY, 10, Great Turnstile, London, W.C.1 











OCCUPATIONAL PSYCHOLOGY 


QUARTERLY JOURNAL OF INDUSTRIAL AND VOCATIONAL PSYCHOLOGY 
CONTENTS OF APRIL, 1948 ISSUE 


Editorial. 

Attitudes to Work Among Building Operatives en inti ae ne ... by Norah M. Davis 
Training the Industrial Psychologist ... on ben =e ae oa ... by Edith O. Mercer 
An Autobiography ~ io ose ine ue ve at oe by H. M. Vernon 
The Measurement of Human Skill oa on ane ae ue aie sam by F. C. Bartlett 
Professor Bartlett on Skill . dn - a ins ind a ite — by J. H. Pear 
Anthropological Background. to Work in we Me rs we by Raymond Firth 
Satisfactions in Work. A Further Comment .. pee jue aie ot ie by C. A. Mace 


Book Reviews. 
Annual Subscription &1 


National Institute of Industrial Psychology, Aldwych House, London, W.C.2 











THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and New Zealand 


PUBLISHED HALF-YEARLY IN JUNE AND DECEMBER 


CONTENTS, DECEMBER, 1947. International Economic Co-operation and the Australian Economy— 
G.L. Wood. The Australian Social Services Contribution and Income Tax Acts, 1947—H.S.Carslaw. The 
International Monetary Fund and the Treatment of Cyclical Balance of Payments Disequilibria—H. W. 
Arndt. The Direct Control of Interest Rates—B.Tew. Collective Bargaining in the Sydney Printing Industry, 
1880-1900—N. G. Butlin. The Benelux Economic Union—A. Lodewyckx. Landlords and Tenant Farmers of 
Japan—K. Singer. The New Zealand Gold Rushes—E. P. Neale. Conciliation and Arbitration of Industrial 
Disputes—G. Sawyer. 








Single copies 5s. (Australian). Annual subscription 10s. (Australian). 
(Fellows of the Royal Economic Society may subscribe at 6s. a year, payable through that Society) 
(In all other cases subscriptions should be seni to the publisher) 
The Manager, The Melbourne University Press, Melbourne, N.3, Victoria, Australia. 





THE CANADIAN JOURNAL OF ECONOMICS & POLITICAL SCIENCE 
The Quarterly Journal of the Canadian Political Science Association 

VOLUME XIV CONTENTS FEBRUARY, 1948 
Unifying the British Civil Service: Some Trends and Problems _... baad J. E. Hopcetts 
South African Capital Imports, 1893-98 ded ° as ses ... AcHEsoNn J. DuncaN 
The Theoretical Problems of a National Wage-Price Policy eee ees mo M. W. REDER 
Canadian War-Time Fiscal Policy, 1939-45 ote ef R. CraiGc McIvor 
Disallowance of Provincial Acts, Reservation of esviesies Bills, ont Refusal 

of Assent by Lieutenant-Governors, 1937-47 ion des = ie EvuGENE Forsgy 
To Save or Not to Save? ... ‘ a = ae ... Benjamin Hiccins 
Godwin’s Enquiry Concerning Political euties ein ie sas a VREDERICK M. WATKINS 
ANNUAL SUBSCRIPTION, $3.00 SINGLE COPIES, $1.00 

Subscriptions may be sent to THE UNIVERSITY OF TORONTO PRESS, TORONTO, CANADA 























st 


tm 


ba ee ia, 





1y— 
The 


try, 
s of 


























THE SOUTH AFRICAN JOURNAL OF ECONOMICS 


Editors : C. S. Ricuarps (Managing Editor), W. J. Busscuau, H. M. Ropertson 
CONTENTS OF VOL. 15, NO. 4. DECEMBER, 1947 
SOME OBSERVATIONS ON FOREIGN EXCHANGE RATES IN THEORY AND 


PRACTICE _.... «. H.W. J. Wiysnotps 
THE HARDSHIPS OF BRITAIN MR. HARROD’ Ss IDEAS ees - on W. J. Busscuau 
DIE TEGNIEK OM DIE VERMINDERING VAN DIE AANDELEKAPITAAL 

EFFEKTIEF TE MAAK , “a .. H.J. J. REyNpERs 
CONSUMPTION, INVESTMENT AND WAR EXPENDITURE IN RELATION TO 

NATIONAL INCOME _...... pa . we F. H. FRANKEL 


Reviews : Union Official Publications : : Reems Sestetiedin ont’ New cite. 


Single Copies at 6s. per copy, obtainable from the Central News Agency Ltd., and all leading bookseHers. 
Overseas Agents for subscriptions {1 1s. 0d. per annum, and single —e (6s. each) Messrs. Staples Press, Ltd., 10, Caveudish 
Place, London, W 
Subscriptions to the Journal, £1 1s. Od. per annum and enquixies re advertisement tariffs to the Managing Editor, 
P.O. Box 5316, Johannesburg. 





THE AMERICAN ECONOMIC REVIEW 


VOLUME XXXVIII CONTENTS MARCH, 1948 
Are There Laws of Production ... we ae bie mr ae P. H. Douctas 
Monetary Aspects of the Economic Situation — vhs _ -s aes R. G. Hawtrey 
Germany’s Preparation for War rae eos ove aes aie “oi - Burton Kien 
Income Determination and Investment nee ie one ee a a WALTER FROEHLICH 
Professor Tarshis and the State of Economics _... jen -_ aes ies K. E. Boutp1nG 
Progressive Taxation and Sacrifice ... wae a ie ro ben .. G, A, D. Prerreicu 


Communications, Reviews, Periodicals, and Notes 


The American Economic Review, a quarterly, is the official publication of the American Economic Association 
and is sent to all members. The annual dues are $5.00. Address editorial communications to Dr. Paul T. Homan 
Editor, American Economic Review, George Washington University, Hall of Government, Washington 6, D.C.; 
for information concerning other publications and activities of the Association, communicate with the Secretary- 
Treasurer, Dr. James Washington Bell, American Economic Association, Northwestern University, Evanston, 
Illinois. Send for information booklet. 











THE REVIEW OF ECONOMIC STUDIES 


CONTENTS OF NO. 37. VOL. XV (I). 1947-48. 
SOME ASPECTS AND GENERALISATIONS OF THE THEORY OF DISCRIMINATION C. G. F. Srmxrn 


TARIFFS AND THE TERMS OF TRADE ‘ sos R. F, Kaun 
THE CONCEPT OF LIQUIDITY IN INTERNATIONAL MONETARY THEORY one H. W. ARNpt 
REALISM AND RELEVANCE IN CONSUMER’S SURPLUS “ oes sii E, J. MrsHan 
PROFESSOR CHAMBERLAIN AND MR. SMITH ON ADVERTISING . wae .» TT. H. Sitcock 
ADVERTISING COSTS AND EQUILIBRIUM: A REPLY ... _ oe ee one Henry SMITH 
A NOTE ON THE THEORY OF RATIONING ... a oo ses one sso ... A. HENDERSON 
A NOTE ON EXCHANGE STABILITY _... ove es a ee H. Frevp 


Annual subscription, 10s. per vol., post free. 5s. per issue, 5s. 3d. pest free. U. s. A. and Canada, $3 per vol. 
Back Number Rates on Application to Secretary. 

In normal times the REVIEW is published three times a year; for the present the number of issues is reduced to two. 
Editorial communications should be sent to The Editor, Review of Economic Studies, London School of Economics, 
Houghton Street, Aldwych, London, W.C.2. Articles from the U.S.A. and Canada should be sent to P. A. Samuelson, 
Massachusetts Institute of Technology, Cambridge, Mass. All other communications to the Secretary, Review of Economic 
Studies, 4, Trumpington Street, Cambridge, England. 





PUBLICATIONS OF THE ROYAL ECONOMIC SOCIETY 
Price to Members. Published Price 
&4& é «ad, 


HENRY HIGGS: Life and Work of Cantillon... ‘ee see sisi oe 76 15 0 
J. BONAR: The Catalogue of the Library of Adam Smith — os ee 12 6 1 10 
ALFRED MARSHALL: Official Papers ... on ie 2s. 6d. bound; Is. unbound 10 6 
T. R. MALTHUS: First Essay on Population (1798)... ou Si es 50 10 6 
R. F. KAHN: Wicksell’s Interest and Prices (Geldzins and Giiterpreise) ... 76 15 0 


The Letters of David Hume. Edited by J. Y. T. GREIG (2 vols.) ine = FS 2100 














ROYAL ECONOMIC SOCIETY 





Patron—HIS MAJESTY THE KING. 


Council: 


President : 
Proressor D. H. ROBERTSON, C.M.G., F.B.A. 


Vice-Presidents : 


LORD BEVERIDGE, K.C.B., D.Sc., Proressor R. G. HAWTREY, C.B,, 
F.B.A. F.B.A. 
Proressor A. L. BOWLEY, C.B.E., Sc.D. Prorgessor D. H. MACGREGOR, M.C,, 
LORD BRAND, C.M.G. LL.D. 
SIR ALEXANDER CARR-SAUNDERS, | Proressor A. C. PIGOU. 
LL.D., Litt.D., F.B.A. 


Professor G. C. ALLEN. Mr. O. R. Hopson. 

Professor R. G. D. ALLEN, O.B.E. Professor J. JEwKES, C.B.E. 

Professor T. S. ASHTON. Professor J. H. JonEs. 

Professor E. H. Poetps Brown, M.B.E. Mr. R. F. Kaun, C.B.E. 

Sir Sypney Carnez, K.C.M.G. Mr. J. E. Meang, C.B. 

Sir Henry Ciay. Sir FREDERICK OGILVIE. 

Professor G. D. H. Cote. Professor Sir ARNOLD PLANT. 

Mr. G. CROWTHER. Dr. L. L. Pricz, LL.D. (Hon. Secretary), 
Mr. C. R. Fay. Professor L. Rossrys, C.B., F.B.A. (Hon, 
Professor P. SARGANT FLORENCE. Secretary). 

Professor Sir ALEXANDER GRAY, C.B.E. »Mrs. JoAN RoBINson. 

Mr. C. W. GuIr“LEBAuD, C.B.E. Sir ArtHur Sauter, P.C., G.B.E., K.C.B, 
Mr. R. L. Hatt. Mr. J. R. N. Stons, C.B.E. 

Professor F. A. HaveKk, F.B.A. Professor R. H. Tawney, F.B.A. 
Professor Sir HUBERT HENDERSON. , Professor P. BARRETT WHALE. 

Mr. J. R. Hicks, F.B.A. 


Mr. E. A. G. ROBINSON, C.M.G., O-B.E., Joint Editor & Secretary. 
Mr. R. F. HARROD, F.B.A., Joint Editor. 

Mr. H. C. B. MYNORS, Treasurer. 

Mr. 8S. J. BUTTRESS, Assistant Secretary. 








Applications for Fellowship should be addressed by letter to the 
SECRETARY, Royal Economic Society, 4, Portugal St., London, W.C.2. 
The Annual Subscription is thirty shillings. Any Fellow may compound 
for his future annual subscriptions by paying at once the sum of twenty- 
two pounds ten shillings, subject, in the case of members who have already 
paid ter annual subscriptions, to a reduction of five shillings in respect of 
every year for which such annual subscription has been paid, provided that 
the composition fee does not fall below seventeen pounds ten shillings. 
There is at present no entrance fee. Libraries, Institutions and Companies 
are admitted to the Society with full rights, to receive all its publications at 
an Annual Subscription of thirty shillings. They are entitled to compound 
their subscriptions for a period of fifteen years on payment of twenty pounds. 


Editorial Communications and Books and Periodicals for Review should 
be addressed to the Editor, Royal Economic Society, The Marshall Library, 
Downing Street, Cambridge. 

All communications respecting Advertisements to be sent to 
The Advertisement Manager, 4, Portugal St., London, W.C.2. 





PRINTED IN GREAT BRITAIN BY RICHARD CLay AND Company, Ltp., BuNGAY, SUFFOLK. 











